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Pure Oil has over 5,000 producing wells located in nine states. Production of different 
types of crude oil enables the company to select the best type from which to retine any 
petroleum product. 


Pure Oil has 7 modern refineries, strategically located with relation to oil fields and 
marketing areas. Over 300 products are manufactured for automotive and industrial use. 





Pure Oil’s well balanced transportation system utilizes pipeline, water, rail, and truck 
facilities for the economical transportation of both crude and retined products. 


Pure Oil’s automotive products are sold through over 16,000 dealers in 32 states. Best 
known to motorists are Purol-Pep gasoline, and its twin product Woco-Pep. . . Tiolene, 
the 100% super-Pennsvlvania Motor Oil. . . Pure Oil lubricants. Most Pure Oil Dealers 
also handle Yale Tires, Pure Batteries, and a complete line of approved accessories. 


THE PURE OIL COMPANY, U. S. A. 


“BE SURE WITH PURE” 
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There's A Little 
Sheep In The 
Best Of Us 


The lamb has always been 
the symbol of something in- 
tended to provide chops for 
the carnivorous. Maturing 
as a sheep, the lamb becomes 
something tobe shorn. Most 
human beings are sheep in 
the sense that they can easily 
be shorn of their property by 
fire, windstorm and numer- 
ous other hazards. Stock fire 


insurance can indemnify an 
owner for such losses. When we say 
stock we don’t mean livestock, we 
mean capital stock--the kind of 
stock you have your money invested 
in and the kind of insurance you 
should purchase to protect yourself. 
Ask us any question you want about 
Property Damage Insurance and we'll 
try to answer it. Write. 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 


eS eer ee ee $6,000,000.00 
Surplus to Policyholders..... $44,182,317.01 
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ROGER W. 
BABSON 


TELLS WHAT TO DO 


IF 


INFLATION 
COMES 


In this new book he gives expert 
opinion on scores of such vital 
questionsas: Will the Government 
programs cause inflation? What 
about controlled inflation? Are in- 
vestment trusts a good risk? Etc. 
Ask your booksellers for IF IN- 
FLATION COMES. Just out! $1.35 


F. A. STOKES CO., 443 FOURTH AVE., N.Y. 




















Allegheny Steel Company | 


Brackenridge, Penna. 


Allegheny Steel Company has declared 
a dividend of $1.75 per share on their 
7% cumulative preferred stock, pay- 
able March Ist, 1937, to stockholders 
of record at the close of business 
February 18th, 1937. 
A dividend of 40c per share has also 
| been declared on their common stock 
| payable March 16th, 
1937 to stockholders of 
record at the close of 
business March Ist. 
F. H. STEPHENS, 
Vice-Pres. & Treas. 
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The Role of Management 


WV. hear endless debate on the 


supposedly conflicting aims of labor 
and. capital. Too many of the de- 
baters over-simplify the matter. 
Thus in his most interesting book. 
“The Epic of America,” James Trus- 
low Adams speaks of the early New 
England textile manufacturers mak- 
ing fortunes by pocketing the differ- 
ence between what they paid their 
workers and what they got for the 
product which the workers created. 

If the profit system—which more 
accurately should be called the pro- 
fit-and-loss system—were as simple 
as that all anyone would need do 
would be to save or borrow enough 
money to buy a few second-hand 
machines, a small supply of raw 
materials and provide for two or 
three weekly payrolls—then wait 
for the profits of manufacture to roll 
in. 

Common sense tells us it is not 
that simple. Of course, the em- 
plover must make a profit out of 
the service of the employee. If he 


didn’t, there would be no incentive 
for risking capital. And if he didn’t, 
he would not stay long in business, 
because no enterprise can survive 
merely by breaking even and failing 
to build an adequate surplus to be 
drawn on in hard times. 

The reality is that there are three 
vital elements, not two. Not just 
labor and capital—but labor, capital 
and management. Look back to the 
arly days of the automobile indus- 
try. Scores of the early manufac- 
turers went broke and passed out of 
the picture. Why? It was not be- 
cause the labor available to them 
differed from that of competitors in 
quality or cost. More often than 
not, it was not because competitors 
started with any significant advan- 
tage in amount of capital. Usually 
it was because management was in- 
capable of utilizing profitably the 
adequate resources of labor and 
capital at its command. Henry 
Ford’s huge fortune was not built 
because he had more capital than 


various other men or because he 
could obtain labor at lower cost than 
others. It was built on an idea 
and the competent, shrewd appli- 
cation of that idea. Most great 
corporations are great because able 
management has made them great. 
No advantage in labor and no 
amount of capital could long keep 
them in top rank, except for the 
vital directing force of management. 

Toward Washington these days 
labor looks hopefully, the owners of 
capital inquiringly. Congress never 
made a good automobile or a smoke- 
able 5-cent cigar. Upon whom do 
payrolls and profits most depend? 
Mainly upon those harrassed, hard- 
working key executives who are try- 
ing their damndest to do the best 
possible job and who in the great 
majority of instances are playing fair 
with labor, capital and consumer. 
As a class, they merit considerably 
more respect from labor, capital, 
consumer and politician than they 
have been getting in recent years. 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY ¢ EAST PITTSBURGH, PENNSYLVANIA 




















SHOPPERS 
FOR UNCLE SAM 


Government buyers go to market armed with slide rules and test 


equipment. In so doing, they meet W ‘estinghouse on familiar ground. 


HEN Uncle Sam goes to mar- 

ket, he knows what he wants 
—and gets it. His “shoppers” 
have a deaf ear for names and 
claims, a keen eye for performance 
and proof. 

One recent example of govern- 
ment purchasing methods was the 
award to Westinghouse of a con- 
tract for 16,697 electric refriger- 
ators, to be installed in 34 PWA 
low-rent housing projects. The 


bidding specifications for this con- 
tract — the largest single order for 
refrigerators ever placed — called 
not only for a quality product at 
a fair price, but for a bonded guar- 
antee, backed by laboratory proof, 
of low operating cost over a 10-year 
period. Not the cheapest refrigerator, 
but the most economical refriger- 
ation, was the objective. 

Yet in making this demand for 
proved performance in an electrical 


product, the government was 
meeting Westinghouse on familiar 
ground, The Westinghouse reputa- 
tion for engineering excellence was 
built upon identical methods. And 
the long record of thousands of 
Westinghouse products in govern- 
ment service, both civil and mili- 
tary, furnishes ample evidence that 
Westinghouse engineers and in- 
spectors have standards no less 
rigid than those of Uncle Sam. 








W) Westinghouse 
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The Trend of Events 


Labor Gains . . . Under the aggressive leadership of 
John L. Lewis the C. I. O. movement has met with 
marked success in the motor, steel and electrical equip- 
ment industries. The prestige and momentum thus 
attained will carry it further in the mass production in- 
dustries. Textiles will probably be an early objective. 
Who will pay the bill for sharply higher wages? 

The motor companies, at least on this year’s cars, 
will absorb higher costs, depending on enlarged voiume 
to maintain satisfactory profits. The biggest steel com- 
panies, having just returned to sizable profits after 
huge depression losses, cannot follow this example and, 
in fact, have already boosted prices. The textile com- 
panies are in no position to meet higher costs out of 
profit. As for the average profit margin of all manu- 
facturing industry, Treasury figures show that in the 
best of times it is only about 5 cents out of every dollar 
of gross. 

Obviously, in the interest of economic balance and 
orderly progress, the proper wage level is the highest 
wage level that is compatible with reasonable prices to 
consumers and reasonable return on capital. Wages 
have been going up greatly from generation to generation. 
Who paid the bill? Nobody, for there was no bill. The 
great advance in the American living standard was due 
largely to the fact that as machinery and technical 
progress lowered the unit cost of production, the major 


part of the benefit was passed on to labor in higher 
wages and to the consumer in lower prices. 

The present tendency of wages is to run ahead of 
gains in productive efficiency. Hence there is a bill for 
somebody to pay and the consumer will pay it—pay 
it as long as he can and then curtail his spending. For 
this reason further hot-house raising of industrial wages 
may prove to be not only against the national interest 
but somewhat illusory even as concerns the recipients, 
who constitute only a minority of individuals gainfully 
occupied. The C. I. O. can go forward with the country, 
but it will not go far at the country’s expense. Probably 
Mr. Lewis knows that and will follow the middle path 
of reason and moderation. With his success should go 
a deepening sense of responsibility. 


Ersatz Money ... In reluctantly approving registration 
of some German bonds that were issued in payment of 
interest on some other German bonds, the S E C for 
the “protection of the investing public” warns that as 
of June 30, 1935, the Third Reich had “unrecorded” 
national debt of 5,000,000,000 marks. Since the date 
mentioned is more than twenty months in the past, it 
is evident that the commission was unable to pry loose 
any official information as to the actual status of the 
Nazi financial position. 
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According to a dispatch in the New York Times from 
its Berlin correspondent, the S E C has been “more than 
conservative”’—so conservative “as to convey a mis- 
leading picture of the situation.” The secret Nazi debt 
is estimated by neutral foreign observers in Berlin not 
at 5,000,000,000 marks but at between 20,000,000,000 
and 25,000,000,000 marks. 

Proof? There isn’t any proof, says the correspondent, 
because German finances, next to German armaments, 
are the most carefully guarded secret of the Reich. In 
fact, he adds, there are indications that the German 
Government could not furnish exact data on its secret 
debt if it wanted to, because “that debt is being increased 
through so many varied channels that the government 
itself is losing track of them and would be able to give 
only estimates.” 

Can it be that along with ersatz butter, ersatz gaso- 
line and ersatz everything else the Nazis are going in 
for ersatz money? We trust our curiosity will not too 
greatly offend Herr Hitler’s government, though we 
know it is touchy on these private matters. 


AMERICAN CAPITALISTS NOT WANTED ... Foreign 
nations, largely prevented from obtaining American 
loans by the Johnson Act, seem to have been hinting 
that if they can’t have Uncle Sam’s capital, they don’t 
want his capitalists. Recent actions in numerous coun- 
tries speak louder than words. Mexico, after toying 
with the idea of nationalizing American owned oil re- 
serves, has passed legislation under which any foreign 
controlled industry could be nationalized in the public 
interest. Japan, as a national defense measure, requires 
American oil companies to maintain crude supplies on a 
scale so vast that normal operations are seriously handi- 
capped. Germany, with scant supplies of foreign ex- 
change, prohibits American businessmen and_ bankers 
from withdrawing balances in the Reich. England, in a 
burst of patriotism from the breasts of its movie mag- 
nates, virtually repudiates a signed deal that would have 
brought its leading producing and exhibiting unit under 
Hollywood dominance. Venezuela creates new labor 
legislation with such big “teeth” that American oil 
companies can only hope that the present friendly ad- 
ministration will not attempt enforcement. These tend- 
encies certainly are not calculated to attract the capital 
of hard headed American business men. Nevertheless, it is 
inevitable that with the rising tide of nationalism 
throughout the world, capital of foreigners is not likely 
to get the same inducements that typified the free lend- 
ing period of the Twenties. 


NO GOLD CLAUSES ARE VALID ... If there were any 
individuals who believed that they might protect them- 
selves from the dangers of a fluctuating currency by 
having their contracts drawn up with mention of gold, 
there can surely be none now that the Supreme Court 
has rendered its decision in the Holyoke Power case. It 
seems that the American Writing Paper Co. agreed to pay 


the power company an annual rental of “a quantity of 
gold which shall be equal in amount to $1,500 of the gold 
coin of the United States to the standard of weight and 
fineness of the coinage of 1894, or the equivalent of this 
commodity in United States currency” (Italics ours), 
If any contract appeared cast-iron, this one did. It was 
not a money contract on the face of it, but a contract 
to pay gold bullion or, if this were unobtainable, then the 
equivalent in the money of the day. The “gold clause” 
in bonds was successfully circumvented by Supreme 
Court decision a year or more ago on the grounds that it 
was a money contract and not a commodity (gold bul- 
lion) contract. Now along comes exactly the same 
Supreme Court and says in effect that a gold bullion 
contract is no good either because it is really a money 
contract. If the average individual is confused over the 
reasoning employed, he need have no doubt as to the real 
meaning of the Supreme Court’s decisions in respect to 
gold. All efforts, having gold as their basis, to obtain 
protection from the Government’s currency tinkerings 
are futile. Would it be possible for a creditor to protect 
himself from fluctuations in the monetary unit’s pur- 
chasing power by specifying repayment according to 
some commodity or cost of living index? Possibly, al- 
though we have a feeling that were the practice to be- 
come general it would one day be found to be in conflict 
with the “public welfare.” 


END OF FEDERAL BORROWING. ... Except for refund- 
ing, the Government is doing no financing on March 15. 
For the first time since depression plunged Washington 
into the “relief and recovery” business there is an end to 
the piling up of the public debt. That fact is gratifying 
but it would be more so if it reflected a genuine balance 
of the budget and if it were accompanied by any assur- 
ance of rapid debt contraction. 

As it is, there would still be a deficit which any other 
country in the world, except this, would consider stagger- 
ing if the Government were not utilizing its recoverable 
assets for current spending as fast as they are recovered. 
and if it were not spending the Social Security tax 
revenues that are in theory supposed to create a “re- 
serve” out of which future benefits will be paid. Against 
the Social Security cash the Treasury issues bonds. The 
bonds go into a “reserve” account. When time comes 
to pay out of this account the bonds will be sold to banks 
or investors and again the Government’s “regular” debt 
will go up. 

Thus the budget balance is somewhat illusory, al- 
though all tax revenues are rising sharply and we may 
be within a year or two of a real balance. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 668. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday. March 8, 1937. 
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As 9 See Jt! 


BY CHARLES BENEDICT 


AFTER ROOSEVELT 


a Republic is now facing a crisis of the gravest mo- 
ment. Even those who think that the President is the 
most capable man that ever lived, with infallible judg- 
ment, would do well to consider whether it is wise to 
place such supreme power in the hands of any single 
man. And what of the unknown quantity of his suc- 
cessors — for this same supreme power will be handed 
down to every President who succeeds Roosevelt? 

The framers of the Constitution of the United States 
were wise enough to establish a Supreme Court. They 
reckoned on the weaknesses of man—on his selfishness— 
on his lust for power—on his greed—and on natural 
mistakes. Thus they gave to us a government of such 
flexibility that even in the gravest crises it has served 
us well. 

I contend the President is too impatient and too ad- 
venturous in dealing with a fundamental principle which 
may dangerously affect our social and economic life. 

It is because the President is a man 
of action. One has only to recall his 
bold and decisive leadership in the 
panic days of March, 1933, to recognize 
that his inclination is to come quickly 
to grips with whatever problem pre- 
sents itself. In dealing with national 
questions this technique has in the 
main been eminently successful. All 
the more reason why he should feel dis- 
appointment and impatience when he 
finds his plans checkmated by belated 
decisions of the Supreme Court after 
the plans had been formulated, and in 
many cases, begun to function. But in 
his zeal for rapid and permanent recov- 
ery and reform he impetuously urges 
haste on a matter which strikes at the 
very foundation of our plan of govern- 
ment! 

The Supreme Court question in- 
volves the very essence of the American 
theory of government in which the 
executive, legislative and judicial 
branches are accorded definite func- 
tions, with each serving as a check on 
the others. The President, in asking 
us to weaken the judicial branch of our 
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government knocks the props out from under the Con- 
stitution. As a result of the overwhelming popular en- 
dorsement in the last election he already has Congress in 
the hollow of his hand. The President is now asking for 
supreme power. If we give it to him there would be no 
check on any of his mistakes in the future—and remem- 
ber he frankly says he is operating under a trial and 
error method since he is exploring new fields and trying 
out new theories. 

Thus far, in spite of the splendid work he has done, 
many glaring errors have been made, of which the N R A 
and A A A represent the least successful of his major 
policies. It was the Supreme Court that made it possible 
to correct these mistakes; while, on the other hand, it 
was also the Supreme Court which upheld and backed 
up the most important social and financial measures 
advocated by the President. What reason, therefore, 
have we to believe that the (Please turn to page 726) 





The Supreme Court involves the very essence of the American theory 


of Government 








What's Ahead for the Market? 


BY A. T. 


a may be said that most of the stock market recently 
has stood around somewhat disconsolately and watched 
the steels, coppers and rails go by. Chiefly because of 
advance in these groups, with some of the merchandise 
shares more lately showing a tendency to join the parade, 
the Dow-Jones industrial average has been able to 
penetrate the January-February resistance level—a sig- 
nal naturally interpreted as bullish by short-term specu- 
lators, especially in that it has been con- 
firmed by the rail group, which has bet- 
tered by a small margin the previous 
recovery high established last October. 

Against this favorable technical indi- 
cation is the fact that for some time 
concentrated phases of advance have 
tended to become confined to a smaller 
and smaller number of groups or indi- 
vidual stocks. As a technical indicator, 
breadth of advance sometimes is more 
significant, in relation to the short-term 
trend, than extent of advance. For some 
weeks this indicator has behaved in 
negative fashion. Although various lag- 
ging stocks are entitled to “rest” after 
the major advance of the past two years 
and probably in the long run will sell higher, tentative 
indications of a loss of general market momentum under- 
neath spectacular strength in a minority of speculative 
leaders will bear watching by short-term and _inter- 
mediate-term traders. 

Groups which either have acted in negative fashion 
in recent weeks or which yet have to plough through 
former bull market highs in convincing fashion include 
oils, building shares, farm equipments, the leading mo- 
tors, motor accessories, utilities and rail equipments; not 
to mention uninspiring performance over a longer period 
in such laggards as cans, finance company stocks, sugars, 
variety chains and tobaccos. 

Nevertheless, selective as the movement may be, we 
are inclined to believe more strength than weakness is 
likely over the immediate future and that higher aver- 
age levels will be reached. Orthodox technical consid- 
erations—favorable or unfavorable—have less meaning 
in today’s regulated market than they used to have, 
and every reaction of any consequence since March, 
1935, has invariably been touched off by external news 
developments capable of temporarily unfavorable specu- 
lative interpretation. 

The current business news is highly optimistic, espe- 
cially in the waning of fears of serious strikes in major 
industries. A heavy price, of course, has been paid for 
peace in the steel industry and will probably be paid in 
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others, but most of this added cost is being passed along 
to the ultimate consumer and however dangerous the 
implications of this tendency may be in relation to the 
longer recovery trend, the stock market evidently hoids— 
and probably correctly—that it is most unlikely to stem 
the momentum of the business tide over the months 
close ahead. 

No attention is being paid to renewed monetary diffi- 
culties in France or to current rise of 
the dollar against francs and pounds. 
As for the Washington scene, the mar- 
ket will let the Supreme Court do its 
own worrying and meanwhile the con- 
centration of political energies on this 
issue is having the effect of postpon- 
ing various legislation which might 
otherwise have been cause for some 
near-term uncertainty. For the time 
being also the credit control authorities 
appear to be doing nothing more than 
watchful waiting, having apparently 
found the problem of “hot” foreign 
money a bit too hot for hasty action. 

Except for possible steps of some kind 
relating to the international capital 
movement, as discussed more fully in a special article on 
following pages, no further action in the direction of credit 
control is likely for some time. The increased reserve 
requirements now in effect have put a drastic curb on 
potential credit inflation, but existing credit and bank 
deposits are more than ample for any possible 1937 
business needs, if more actively utilized. 

In fact the Government, with its budget now balanced 
at least as to cash outgo, can certainly prevent any such 
speculative credit orgy as occurred in the last boom— 
but the ironical fact is that the two most dynamically 
inflationary tendencies in the present picture are quite 
beyond its control. These are the upward wage-price 
spiral in manufacturing industry and the abnormal de- 
mand for goods created by the world armaments race. 
The Government does not desire, nor would it be poli- 
tically possible, to frown on further union-enforced wage 
advances, nor can it prevent employers passing along 
the added costs or a bit more. It need hardly be said 
that the armaments race is quite outside of the domain 
of our economic planning. 

With the world bidding for goods, it is clearly not 
possible to forecast the termination of the present up- 
surge in business. Because there are some abnormal ele- 
ments in it, because the stock market has had a tremen- 
dous advance and because many equities are discounting 
the future quite generously, it will probably be wise to 
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Leadership by heavy steels and rails will probably carry 


present selective advance somewhat further. Although the 
longer prospect remains favorable, careful examination of 
current earnings trends is urged as to new commitments. 





make some concession to caution, but not by any means 
to the extent of risking loss of positions in well- situated 
stocks in anticipation of intermediate reaction which 
can come at almost any time but the precise time of 
which is beyond reckoning. 

In the existing fundamental setting, stock market 
“caution” to us does not mean building up cash holdings. 
It does mean, in longer range speculative operations, 
maintaining something better than minimum margin in 
order to prevent restriction of accounts in event of 
reaction and in both new trading and investment com- 
mitments it does mean close attention to nearby earnings 
prospects. 

Despite its selectivity, no quarrel can be had with the 
type of recent leadership in the market. It has centered 
mainly in groups in which the earnings trend is dynamic- 
ally upward, in which prices remain far under boom 
levels and in which participation in market leadership 
has developed rather late in the recovery for inherent 
reasons. This is true of heavy steels, coppers and rails. 
No one need be reminded of what sharp advance in price 
of non-ferrous metals means to this group of companies 
or what makers of heavy steels can do as the operating 
rate, now above 86 per cent, creeps up toward capacity. 

It is perhaps not so generally realized that, with full 
allowance for all permanent diversion of traffic to trucks 


and with full allowance for the legislative uncertainties 
to which they are almost chronically subject, the rails 
have been slow to participate in the bull market mainly 
for the identical reason that the heavy steels only be- 
latedly came into their own—namely dependence on 
activity in the durable goods industries for a profitable 
volume of traffic. 

The broader rail picture is sketched in a special article 
in this issue of Tue MaGaztne or WALL StrEET. Suffice 
it here to comment on one or two of the purely stock 
market aspects of the position. If you put rail revenues 
on an index basis for each of the past ten years and 
compare this with an index of volume in capital goods, 
a close correspondence will be found. Volume in capital 
goods last year is estimated at about 72 per cent of 
that of 1926, rail revenues at 64 per cent. For 1935 
the respective figures were 54 and 54. With a double 
leverage in heavy funded debt and rigid overhead, the 
best rails are now at a point above which further moderate 
gains in revenues can boost earnings sharply. To cite 
a single example, a 25 per cent gain in gross for South- 
ern Pacific last year lifted common stock earnings from 
62 cents in 1935 to $3.79. 

With or without intervening reaction, the chances are 
that in any further advance a great many stocks will 
continue to watch the rails and heavy steels go by. 
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\ brief set-back early in the 
year, due largely to floods and the 
maritime and General Motors strikes, 
business activity is again rising 
swiftly. The trend thus far in 1937, as will be observed 
on the accompanying chart, has been very similar to 
that of a year ago but at a general level more than 20 
per cent higher. Last year the spring spurt levelled out 
temporarily in May and early June, after steep advance 
through March and April, with this brief interlude fol- 
lowed by summer advance to new highs of recovery. 

Barring crippling strikes in one or more major indus- 
tries, all present evidence indicates that the current 
advance will carry through the second quarter without 
interruption and that a level exceeding the recovery 
peak established last December is likely to be attained. 
Fears of labor troubles are waning. All of the basic 
favorable factors operative a year ago are still operative, 
but on a broadened base of demand for durable goods 
and with a greater momentum. In addition, the biggest 
motor manufacturer and various smaller manufacturers 
are extending themselves to make up for time lost in 
strikes; and the rehabilitation of large areas damaged in 
the recent floods is providing a special stimulant of its 
own. There is an abnormal, but nonetheless effective, 
lift also in the frantic demand for goods resulting from 
the world armament race. 

In short, current demand in various major industries 
is taxing facilities and, in most, backlogs of orders, 
already far larger than a year ago, are being further 
increased. The combination of large backlogs and con- 
tinuing strong demand for goods of all types assures a 
favorable and rising level of business for at least several 
months to come. 


670 


BY JOHN D. C. WELDON 


This is not to say that the underly- 
ing picture is wholly favorable. Some 
highly dangerous tendencies are pres- 
ent, notably in commodity specula- 
tion and a spreading wage-price inflation in manufac- 
turing industry. If continued, the present fast advance 
in finished goods is capable in time of setting up a 
fermidable consumer resistance and a resultant impor- 
tant set-back to recovery. Yet whether such result may 
come about in six months or a year or longer, it is in any 
event a longer term contingency and will be very un- 
likely to affect the business trend for the second quarter. 
which is the object of this forecast. 

Even more dangerous in its longer term implications 
is the inflationary stimulus being created by the arma- 
ments race. In an economic sense this is a sheer waste 
of money, labor and credit on a gigantic scale, differing 
in degree but not in character from the effects of the 
World War. There will not fail to be a similar penalty 
when the current madness has run its course, the degree 
of that penalty depending on the degree of the present 
world inflation. 

But here again we are dealing with the more distant 
future, for this extraordinary stimulus will not disappear 
during the second quarter, nor probably during this 
year 1937. Indeed, the British rearmament—biggest of 
all in its world economic consequences—is just getting 
up real momentum. 

Regardless of the credit controls adopted in this coun- 
try, it appears now that so far as the next three months 
are concerned we are likely to see business volume of 
virtually boom proportions, unmatched since 1929. 
Thereafter we will have to cross our bridges as we ap- 
proach them. Meanwhile let us survey briefly the near- 
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term outlook for those leading industries whose fluctua- 
tions largely dominate the composite business trend, 
covering lesser industries, as well, in an accompanying 
tabulated bird’s-eye summary. 


STEEL—Operations in the steel industry during the 
second quarter should average moderately higher than 
present rate of 86 per cent of capacity. Most plants 
making so-called light steels are at capacity. In the 
Youngstown and Pittsburgh districts, biggest heavy 
steel areas, present rate is 88 per cent of capacity. Thus 
the limitations on further expansion of production over 
the next few months are increasingly of a physical 
nature. Some plants figured in “capacity” are obsolete. 
There are shortages of scrap steel, coke and pig iron. 
Foreign demand for scrap and steel remains insistent, 
often at premium prices. Bookings, expanded greatly 
late in 1936 as buyers anticipated higher first quarter 
prices, have thus far not been cut into, due to continued 
high level of demand. 


Forward Buying 


It is no doubt true that some of this remarkable ac- 
tivity has reflected forward stocking in anticipation both 
of higher prices and labor troubles. The comprehensive 
agreement reached between leading steel companies and 
the C. I. O. organization may be taken as virtually pre- 
cluding any strike for an indefinite time. While this 
might be said to remove a reason for continued forward 
buying in excess of nearby needs, the labor settlement is 
accompanied by announcement of a further big jump in 
prices on second quarter orders. This can only mean 
another rush of buyers to get under the wire during the 
short remaining period of March. With this increase it 
is likely that the price-wage situation in the industry 
will be stabilized for some time to come. That means 
that forward buying can have no valid basis during the 
second quarter, but bookings as of April 1 are certain to 
be large enough to assure a high rate of operation 
through the quarter. 

The wage and hour concessions now made are esti- 
mated to cost the industry around $150,000,000 a year. 
This is roughly $4 per ton of steel produced and still 
higher on some products. In theory, such price-raising 
is unfortunate. Over the long run, to the degree that it 
contributes to higher prices of durable goods bought by 
the ultimate customer, it may tend to restrict demand, 
but when general business is active the manufacturer 
buying steel is influenced more by his own sales pros- 
pect than by even fairly broad variations in price of 
steel, especially since in most instances he expects to 
pass his own higher cost along to the customer. Capacity 
in steel having been increased since 1929, second quarter 
tonnage may set a new record high. 


AUTOMOBILES — In the present position of the 
motor industry the most significant fact is the remark- 
ably strong retail demand for cars. The most recent 
statistics on registrations of new passenger cars show a 
gain of about 30 per cent over the figures of a year ago. 
This cannot be accounted for by any abnormal factor, 
such as last year’s distribution of the veterans’ bonus, 
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although it is quite possible that last December’s flood 
of special dividends—induced by the undistributed 
profits tax—has played some part in the demand picture. 
To the extent that it has, it is not a continuing factor. 
On the other hand, successive wage increases, chiefly in 
manufacturing industry, have likewise constituted a sup- 
porting influence and this is a continuing one, at least 
for some months. Just as the wave of wage increases in 
November and December stimulated first quarter sale of 
cars, so will the second series of wage advances over 
recent weeks contribute to second quarter volume. 

It seems likely, therefore, that retail sales and produc- 
tion during the next three months will run 25 to 30 per 
cent higher than a year ago. The only fly in the oint- 
ment is continuing labor difficulties. Sporadic shut- 
downs of accessory and other supply plants threaten to 
hamper production. Thus far such strikes have been 
relatively brief but their epidemic nature in the state of 
Michigan remains a threat. Should the labor situation 
get no worse than it is at present, however, factory out- 
put should average close to 600,000 units a month 
through the second quarter, a volume exceeded only in 
March, April and May of 1929 when output was 626,000, 
664,000 and 636,000 units respectively. 

Although wage increases of recent months are esti- 
mated to have added approximately $12 to the average 
per car production cost, it is not expected that there 
will be any mark-up of retail prices on this year’s 
models. With sales of trucks and buses at record highs, 
the motor industry’s expenditures for labor, materials 
and parts will contribute strongly to aggregate second 
quarter business. 


BUILDING—Present residential construction is at a 
level about twice that of a year ago. This is a larger 
year-to-year gain than shown at any time during 1936, 
but in considerable measure it is due to the mild winter 
experienced in most sections of the country. Operative 
builders especially have taken advantage of open 
weather to speed projects in preparation for their spring 
selling season. Some of the first quarter gain, there- 





Second Quarter Balance Sheet 
Favorable Factors: 


Heavy demand for steel. 
Active motor sales. 
Further recovery in building. 
Boom in household equipment. 
Rising volume in capital goods. 
Increasing public purchasing power. 
Stimulant from armaments race. 
Unfavorable Factors: 
Recent forward-buying tendencies. 
Price-raising in finished goods. 
Slower rate of credit expansion. 
Increasing commodity speculation. 
Epidemic of sit-down strikes. 
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Second Quarter Outlook by Industries 


STEEL—Record high tonnage likely, with strike fears ended. 
Operating rate should reach 90 per cent of capacity. 

AUTOMOBILES—Volume 20 to 25 per cent above year 
ago needed to meet indicated demand, but plague of 
minor strikes is continuing threat. 

BUILDING—Gain of 15 to 20 per cent likely, with increased 
residential and industrial awards more than offsetting 
pronounced shrinkage in Federal projects. 

MACHINERY—Plant expansion and modernization pro- 
grams indicate largest volume in heavy machinery and 
machine tools since 1929. 

HOUSE EQUIPMENT—Accumulated needs and rising pub- 
lic income point to boom volume in domestic furnish- 
ings, floor coverings and equipment. 

RAILROADS—Broadening recovery in heavy industries is 
building traffic; gain of around 12 per cent over year 
ago in car loadings probable. 


RAIL EQUIPMENT—Present freight car and locomotive 


bookings assure active production for many months to 
come. 

UTILITIES—Power consuming trend will continue upward, 
with largest gain in industrial demand. 

UTILITY EQUIPMENT—Despite hostile Federal utility 
policy, material increase in capital outlays can be 
expected. 

FARM EQUIPMENT—Increased acreage planted and favor- 
able level of farm prices assure large gain in sales of 
labor-saving equipment. 

OFFICE EQUIPMENT—Volume at least 15 per cent higher 
than year ago seems likely, with all factors favorable. 

NON-FERROUS METALS—Consumption trend strongly up 
in copper, lead, zinc, nickel, tin on rising industrial and 
armaments demand. 

OlL—Seasonal rise will carry gasoline demand to record 
high and should support firm price structure despite 
presently increased stocks. 

CHEMICALS—Present record high volume will be bettered 
by second quarter expansion of production by chief 
users. 

TEXTILES—Present bookings of cotton, woolen and rayon 
mills assure active period of several months; rising 
prices a factor of longer doubt. 

PAPER—Kraft division pointing to new highs, with only 
moderate gain likely in demand for other papers. 
AIRCRAFT—Government and commercial business in hand 

sufficient for months of active production in most plants. 

MOTION PICTURES—Seasonal trend downward in at- 
tendance, but with revenues remaining substantially 
higher than year ago. 

LIQUOR—Despite large stocks, price structure presently 
firm, consumption well above year ago, but facing sea- 
sonal contraction. 

RETAIL TRADE—Second quarter gain of about 12 per 
cent probable, supported by recent series of wage in- 
creases in manufacturing it teva 
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fore, will probably prove to have been at the expense of 
second quarter volume. The underlying trend, however, 
remains favorable, despite a considerable upward ten- 
dency in costs of materials and labor. Unfortunately, 
the effects of rising costs are somewhat hidden when the 
volume of building is rising. There is no way of estimat- 
ing how much larger the gains would have been had 
costs remained stationary at a level which even in acute 
depression was out of line with the general price and 
national income level. It is easy to see, however, that 
even where higher costs do not preclude a given resi- 
dential building project, they must tend to force the 
builder to buy cheaper materials or cut the originally 
proposed cubic footage of the structure. On the favor- 
able side and still effective, rentals and public purchasing 
power are continuing to rise. 

At present there is a marked trend toward construc- 
tion of multi-family dwellings. During the next few 
months apartment construction is certain to show large 
gains over a year ago. A survey of the National Real 
Estate Boards indicates a shortage of apartments in 
55 per cent of the larger cities of the country. The 
prospect for industrial building likewise remains promis- 
ing as more and more manufacturing corporations reach 
or approach limit of present capacity. 

It need hardly be said that the new Federal housing 
program recently put before Congress will play no part 
in the second quarter building prospect, even if quickly 
passed. Against gains in residential and industrial con- 
struction there is the offset of substantial shrinkage in 
PWA awards, which means that reliance henceforth 
must be increasingly on private financing. Due to de- 
cline in Federal projects, it is doubtful that the total 
gain in second quarter construction will exceed that of a 
year ago by more than 15 or 20 per cent. 


EQUIPMENT—Continuing strong demand for capi- 
tal equipment of almost all types is both one of the 
brightest and the most promising factors in the present 
business picture. The accumulated deficiency in indus- 
trial, railroad, public utility and farm equipment may be 
conservatively estimated at between $12,000,000,000 and 
$15,000,000,000. The pressure of rising costs and the 
limitations of existing equipment, demonstrated as 
volume approaches boom levels, are forcing industry and 
the railroads to expand their capital outlays. Rising 
revenues are providing the cash or making credit avail- 
able. The utilities face the certainty of further increase 
in consumption of power above present record levels and 
will have to expand generating capacities accordingly. 
Farm equipment volume moves with cash farm income 
and acreage planted. Both are rising. 

Heavy industrial machinery will experience the best 
second quarter business since 1929, reflecting both mod- 
ernization of existing plant and construction of various 
new mills in the steel, paper and other industries. One 
paper company alone is engaged in a $50,000,000 build- 
ing program. United States Steel and Bethlehem are 
leading the parade in plant extensions and improve- 
ments. Construction of new factories in the South, 
reflecting migration of northern industry, is at an all- 
time high. Increased operations in the oil industry, 
favored by a good price level and record demand for 
gasoline and fuel oil, points (Please turn to page 726) 
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BY GEORGE L. HARPER 


-™= some 90 per cent of total business activity is 
estimated to be conducted through the medium of bank 
checks, the volume of demand deposits and the activity 
with which such deposits are used largely determine the 
volume of business. A glance at the accompanying 
graph will show that demand deposits have been ex- 
panding rapidly since early 1933, with but slight inter- 
ruption, and are now at a record high. On the other side 
of the picture, the velocity of bank deposit turnover, 
although it increased scmewhat last year, is still at an 
acutely depressed level. 

Bank money, in fact, is circulating at but little more 
than a third of the highest velocity reached in 1929 and 
well under the average of the years 1923-1927. It is 
quite likely that from this point on during the next year 
or two the disparity between the two lines on the chart 
below will tend to narrow because continued bank de- 
posit expansion at anything like the rate of the past 
several years is improbable, while on the other hand 


the broadening economic recovery should be increas- 
ingly supported by a considerably more active turnover 
of existing deposits. 

The effect of two successive increases in member bank 
reserve requirements has been to limit drastically the 
total credit that these banks can extend. Expansion of 
credit through bank purchase of Government bonds is 
at an end, with the Treasury arrived at a balance of 
cash income and cash outgo. While commereial loans 
have expanded substantially, there is reason to doubt 
that this type of credit will ever again assume its former 
importance in either the banking or the business picture. 
In the past a cessation of credit expansion has been 
followed by recession in business activity, but only after 
a considerable lag in time. If such a result late this 
year or in 1938 is to be avoided, we must have an increase 
in deposit velocity. Thus the movement of the lower 
line on our graph will be the one most worth watching 
from now on. 
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Steel capitulation to demands for 40-hour week and 
pay raises pleased and surprised Washington, though 
apparently some officials had advance tip-off. Friends 
of Walsh-Healey act publicly boast that this law forced 
the action, justifying strict enforcement, but privately 
admit government steel purchases are too small to 
account for it and steel companies must have been 
paving way for price increases, seeking popular favor, 
and forestalling strikes. 

Action will have two effects in Washington: prevent 
legislative weakening or administrative exemptions of 
Walsh-Healey law as applied to other industries; in- 
crease support for general shortening of work week 
through legislation or otherwise. 


Sit-down strike epidemic will get worse before it gets 
better, in opinion of officials here, but administration 
will keep out of situation for political reasons and let 
state courts and governors handle it. Talk is growing 





WASHINGTON SEES 


Long session of Congress in prospect. 


Steel labor concessions seized in Washing- 
ton as precedent for control legislation. 


More sit-down strikes likely. 


Low-rent housing plan headed for difficul- 
ties. 


Federal Trade Commission angling for more 
power. 


Hot money troubling administration experts. 
Internal dissention in farm organizations. 


Electric power controversy no nearer set- 
tlement. 


Autopsy report on old N R A will tend to 
keep new legislation more moderate, 
simple and flexible. 
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in administration circles of need for laws making labor 
unions more responsible, and later some mild hints may 
be dropped along this line. Some A. F. of L. leaders 
are pondering open repudiation of principle of majority 
rule in collective bargaining; after insisting on writing 
this into Wagner act A. F. of L. now finds itself shut 
out where C. I. O. unions dominate. Serious soft coal 
strike not anticipated here even though new contract 
negotiations are prolonged, but threats of such may 
speed enactment of new Guffey control bill. 


Long session of Congress inevitable as new measures 
keep piling up and action on earlier bills slows down. 
Eventually this pressure will aid support of President’s 
court plan, especially as advocates of this and that bill 
of doubtful constitutionality see chance for favorable 
ruling from revamped court. 


New N R A-type legislation will be proposed by Roose- 
velt within a few weeks (though he doesn’t like this 
designation). He is sifting many plans; currently ap- 
pears to favor relatively flexible law forcing compara- 
tively mild standards of maximum hours, minimum 
wages, collective bargaining, child labor prohibition, on 
major “interstate” industries, with little delegation of 
power to administrative agencies, no enforcement by 
industry groups. Would not be linked with unfair trade 
practice agreements, though this might be suggested 
for a separate law. All “authoritative” reports on this 
should be disregarded as to details, accepted as showing 
trend of White House thinking. Submission to Congress 
of N R A autopsy was to pave way for future legisla- 
tion. It will have the effect of restraining radical ten- 
dencies in new law. 


Low-rent housing plan of Wagner-Steagall bill does 
not have President’s endorsement though he is well 
on record as favoring “something” for slum-dweilers. 
Tired of interminable wrangling among social workers. 
municipal interests, and federal officials with diverse 
views, Wagner introduces bill to force White House 
action but met immediate opposition from administra- 
tion’s fiscal men. 

Wagner’s published “explanation” of bill is so opti- 
mistic as to be misleading. Instead of four-year program 
costing only $50,000,000 (the impression his statement 
conveyed) bill would establish indefinite program cost- 


THE MAGAZINE OF WALL STREET 





ing U 
tax | 
possi 
per ¢ 
feder 
remis 
yea rs 
limit 
gram 
feder 
proje 
secur 
slum 


Food 
Hous 
demé 
Mrs. 
mani 
tight 
in H 


Basi 
be pl 
basin 
tries 
stan 
price 


Soci 
relat 
donn 
Sena 
done 
perfe 
age | 
of SC 
are a 


of de 


Farn 
issue 
main 
gTOW 
that 

purp: 
with 
signe 
later 
cultu 
whic 
ers W 


Rede 
of h 
latio: 
now 

jorit: 
follov 
tions 
blocl 
recel 
Ways 


stag 


Mare 


ig 
it 
il 


Vv 


BQVvse D 








ing untold millions. Highlights: billion dollar bond issue, 
tax exempt, fully U. S.-guaranteed, reloaned to cities 
possibly at lower rate than interest on bonds for 100 
per cent of cost of constructing model tenements; direct 
federal appropriations for operating subsidies equal to 
remission of interest plus 1 per cent annually for 60 
years (total grants might exceed 210 per cent of loans) 
limited to $10,000,000 additional each year but pro- 
cram need not terminate with fourth year; direct 
federal construction of demonstration slum-housing 
projects. Some critics say it might cost more than social 
security program without assurance of reaching worst 
slum conditions. 


Food and drug bill temporarily set back by White 
House disfavor attributed to “petticoat influence”— 
demand of women’s organizations (working through 
Mrs. Roosevelt) for measure less compromising with 
manufacturers and advertisers. Prospect is for moderate 
tightening of bill and passage by Senate. with outcome 
in House uncertain. 


Basing point bill reintroduced by Sen. Wheeler won't 
he pushed for months. Wheeler still wants to break up 
basing point price system of steel and cement indus- 
tries but seeks language which will not stop selling 
standard goods (e.g. magazines) on uniform delivered 
price basis. 


Social Security changes, if any at this session, will be 
relatively minor. Sentiment grows for eventual aban- 
donment of full reserve system for old-age benefits; 
Senate committee now studying; but nothing will be 
done for a year or two. Meanwhile S. S. Board will 
perfect administrative details and seek broader cover- 
age rather than further exemptions, in spite of pleas 
of some groups, particularly service trades, that taxes 
are already too high where wages are chief item of cost 
of doing business. 


Farm leadership is badly split over Supreme Court 
issue, Which may lead to rupture of virtual united front 
maintained by agriculture for several years. Culminates 
growing resentment among some farm organization heads 
that they have been used as tools for Administration’s 
purposes. Most recent incident, practically coincident 
with President’s judiciary message, is resolution they 
signed regarding long-time federal farm policy which 
later appeared to have been dictated by Dept. of Agri- 
culture to support series of bills already drafted and 
which go farther toward regimentation than most farm- 
ers want. 


Redefined democracy is keynote of Roosevelt’s defense 
of his program, including judicial reform, labor legis- 
lation, farm control, etc. Will be stressed in many ways, 
now and in future. His contention is that when ma- 
jority of people have indicated they want certain course 
followed, it is anti-democratic for government institu- 
tions (constitution, courts, procedural methods) to 
block fulfillment. He has put this thought into several 
recent messages to Congress and passed it out in other 
ways, even to point of suggesting that alternative is 
stagnation, revolution, or dictatorship. 
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New Federal Trade Powers Affect 
Business 


Federal Trade Commission will get very 
considerable, if vague, increase in powers 
through bill giving it jurisdiction over all 
“unfair and deceptive practices” (not de- 
fined) which likely will be passed. Oppo- 
nents assert Commission has plans for series 
of drives on business practices it considers 
unethical, such as testimonial advertising. 
F T C poohs-poohs this. 
started to expand bill to give F T C specific 


Move has been 


injunctive power to stop harmfully mislead- 
ing food, drug and cosmetic advertising; 
hope is thus to prevent food and drug law 
being extended to cover advertising the same 
as labels. 





Crop control program, composed of the facets of 
Wallace’s ever normal granary idea, will not be combined 
into omnibus legislation but will go to Congress piece- 
meal, apparently sponsored by various sources, and 
spread over long period, perhaps years. But tendency 
of all farm legislation will be increasing federal control 
of production and marketing. Pending crop insurance 
bill is but one step. Another is President’s letter to 
governors asking speed on state soil conservation laws 
with compulsory features for enforcement. But if states 
don’t comply, or perhaps if they do, federal government 
will continue efforts to control land use for double 
purpose of preserving natural resources and regulating 
crop output. 


Consumer co-operative endorsement got into summary 
of Federal Trade Commission’s agricultural income in- 
vestigation through personal bias of official who com- 
piled summary, though nothing in report itself bears 
it out. Commission had embarrassing time answering 
complaints from food distributors. Apparently Presi- 
dent Roosevelt has grown lukewarm on the subject. 


Power war continues with no sign of quarter from 
government as President recommends provisional plan 
for use of Bonneville dam power which does not include 
power pooling or limiting competition but forecasts 
government purchase of private utilities in area. Plan 
is stop-gap, does not solve problems, passes buck to 
administrator in fixing rates, as this official must decide 
between selling power at dam-site and making cities 
pay own transmission costs or fixing “postage stamp” 
flat rate for large area. Proposal to revise rate contracts 
every five years will not encourage consumption but 
will prevent industries moving into region since most 
of them insist on long-term power contracts to justify 
relocating. 
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The Work of the 8. E. C. 


As told by JAMES M. LANDIS 


(Chairman, Securities and Exchange Commission) 


To THEODORE M. KNaApPEN 


iy M. Lanpis was in a contemplative mood. 
Within a few months he will clean up his desk from 
which he has presided as Chairman of the Securities 
and Exchange Commission and go up to Harvard to 
take over the administration of the Law School. He 
came to Washington “Professor” Landis in 1933. He 
became successively “Commissioner” Landis and “Chair- 
man” Landis. Presently, he will be “Dean” Landis 
unless the President decides to make him “Mr. Justice 


Landis.” 


towards our goal than I dreamed was possible in so short 
a time, but much remains to be done. We are learning, 
but we have not perfected our techniques of administra- 
tion, of enforcement. Private finance has begun, but 
only begun, to assume its proper responsibilities towards 
the investing and consuming public. And the public 
itself is finally beginning to show signs of awakening 
to the value of factual data as against irresponsible 
tips in the formation of its security judgments.” 
When Chairman Landis be- 





If the Securities and Ex- 
change Commission is a monu- 
ment to anyone man, that man 
is Mr. Landis. At its incep- 
tion, its birth, its infancy, its 
adolescence, and now at its 
approach to maturity he has 
been a principal figure. He has 
been a Commissioner since its 
organization and Chairman for 
the past two years. He helped 
to foster, to write and to im- 
plement the laws that it ad- 
ministers. He came in when 
there was no Commission staff 
—when its only quarters were 
a couple of dark rooms in a 
remote corner of the old Fed- 


performed.” 


“Each of the three Acts which the Secur- 
ities and Exchange Commission administers 
is in fact a repetition of the public resolution 
that 1929 shall not recur. 
fully built upon law to the end that finance 
shall be not a game of magic to mystify, be- 
wilder and mislead the investing public, but 
a forthright business deriving honest business 
profits from open dealings with customers 
who come fo its counters in good faith, glad 
to pay a fair commission for a fair service 


comes deeply interested in a 
subject, he seems to throw 
every physical fibre into it. 
His jaw goes out and from his 
widened eyes leaps a fire of 
enthusiasm that at once con- 
vinces and converts. 

The question of speculation 
—particularly excessive specu- 
lation —is one that provokes 
this attitude in the extreme. 

“Today we still have too 
much speculation in this coun- 
try that is nothing better than 
the product of hunches. I don’t 
deny that there may be a real 
economic need for speculation 
in some fields, even occasion- 


Law has been care- 





eral Trade Commission. 

Now he bosses an organization of 1200 lawyers, ac- 
countants, security experts, clerks and stenographers 
filling entirely the old quarters of the Interstate Com- 
merce Commission on Pennsylvania Avenue and spread- 
ing to nearly a dozen regional offices at key points 
throughout the country. It has handled nearly ten 
billion dollars of private financing in the past four years. 
It has compounded and administered purgatives and 
correctives to the nation’s great stock exchanges and it 
has laid open to public view the complete inside facts 
about practically everyone of the three or more thousand 
leading corporations of the country. Chairman Landis 
gave me a glimpse of his feeling about leaving this 
organization. 

“Looking back to the time, four years ago, when we 
were just beginning to draft plans for securities legis- 
lation, I really think we have made more progress 
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ally in the security markets. 
but in those markets it must be speculation based on 
knowledge, research and judgment instead of speculation 
of the gambling, race-track type. So long as we have 
markets where the bulk of the demand of the securities 
from day to day arises from the speculative urge instead 
of from intelligent investment judgment, we shall have 
unsound and potentially dangerous markets—markets 
which may under stress have their foundations knocked 
out from under them. A market which can be ballooned 
or sunk without any warning is certainly not a useful 
instrumentality in the business life of a community. 
“Investment rarely seeks the board room; it rarely 
follows the hunches of talkative customers’ men nor 
the advice of ignorant investment counsel. Investment. 
though it does not despise close market spreads, regards 
them as of minor consequence in relation to significant 
trends. How far our trading mechanism is or can be 
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adjusted to emphasize the qualities of investment rather 
than to the minutes and seconds essential for the pur- 
poses Of speculation may well represent the difference 
between the hope for sobriety of the future markets and 
the mania of the past.” 

Mr. Landis feels that there has been a substantial 
change not only in the problems of government but also 
in the problems of business since the New Deal under- 
took its progress four years ago. 

“In 1932 and 1933 we were eternally concerned with 
the depression. Every national measure was attuned to 
the emergencies of the hour—the great tide of bankrupt- 
cies, foreclosures, bank closings and industrial stagnation. 
In 1936 and 1937, however, the scene has changed and 
the emphasis has shifted. We have now become con- 
cerned not with the defeat of a depression but rather 
with the direction of a recovery. 

“This shift of emphasis is nowhere more strikingly 
illustrated than in our own field. Only two years ago 
the concern of the Securities and Exchange Commission 
lay with the absence of capital issues in chronically 
sagging markets and with a frightened and embittered 
public. Two years ago we were bending our every 
effort to restore life and health to a sick, fearful industry. 
Today we are faced with a wholly reversed situation 
—rapidly rising markets, expanding security volume 
and an apparently insatiable demand for capital issues. 

“In fact, the situation is such that already apprehen- 
sion over the trend has been aroused. In 1932 and 
1933 questions as to what could be done to prevent 
another stock market boom used to be grimly academic. 
Now throughout the country we hear unmistakably 
the question as to whether our Commission or the Gov- 
ernors of the Federal Reserve System or both of these 
agencies have the power to check a recurrence of 1929. 
And also we hear it asked if these agencies have the 
power, will they have the courage to exercise it?” 

“Indeed, we hear increasingly the general inquiry not 
only as to the powers and courage of the government, 
but as to the direction of its efforts in meeting the 
new problems of the recovery. ‘Where,’ they ask, ‘is 
government going in the next four years? Will it turn 
left or right or will it pursue a middle course? Will the 
next four years be years of more or less government 
regulation?’ 

“Where private finance asks that question of gov- 
ernment, government seems to me in truth to be 
asking the same question of private finance. To listen 
to and try to understand the public voice is certainly 
as much a duty of industry and of finance as it is of 
the government. 

“Far more important than knowing whether our 
Commission and the Governors of the Federal Reserve 
System can and will exercise certain latent powers 1s 
the question whether the operations of private finance 
will create the occasion for their use. The chailenge 
offered by the verdict of the 1936 elections is thus a 
challenge that, to my mind, is directed mainly towards 
those in control of industry and finance. And may I 
suggest here that the inclination on their part to heed 
such a mandate might not be prompted wholly by an al- 
truistic sense of social responsibility. 

“Each of the three Acts which the Securities and 
Exchange Commission administers is in fact a repetition 
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Wide World 


The Chairman of the S.E.C. “Much remains to be done." 
of the public resolution that 1929 shall not recur. Law 
has been carefully built upon law to the end that 
finance shall be not a game of magic to mystify, bewilder 
and mislead the investing public, but a forthright busi- 
ness deriving honest business profits from open dealings 
with customers who come to its counters in good faith, 
glad to pay a fair commission for a fair service per- 
formed. 

“But that we have made advances—great advances— 
is clear. Through the sanction of disclosure we have 
checked to some degree the useless waste that had 
hitherto attended the flow of savings into industrial 
enterprise. Through publicity we have checked many 
of the outstanding defects in the origination and dis- 
tribution of securities. In these accomplishments we 
were aided by a measure of acceptance by private 
finance, and by the legal and accounting professions of 
the obligations embodied in the legislation. But now, 
the intensity of our present sellers’ market is in danger 
of bringing about a subtle renewed dulling of responsi- 
bility. It seems to be characteristic of origmators and 
experts alike. 

“Indeed one can draw a strange contrast before the 
almost tearful protestations of originators and experts 
against the provision of the liability sections of the 193% 
Act, even after its amendment, and the current tendency 
of these same individuals to cut corners in the matter 
of forthright disclosure. The impact of almost daily 
tilts with accountants, some of them called leaders in 
their profession, often leaves little doubt that their 
loyalties to management are stronger than their sense 
of responsibility to the in- (Please turn to page 725) 
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— Aggressive Management 
— Increasing Traffic 


— Rising Earnings 


BY J. J. PELLEY 
(President, American 


Assoc. of Railroads) 


Tx: other day I met a friend whom I had 
not seen since the summer of 1933, when 
business was in the doldrums and things 
looked pretty dark. At that time he could 
see no hope for the railroads. He was 
firmly convinced that they were becoming 
outmoded in our rapidly changing civiliza- 
tion; that they were, in his words, “hide- 
bound by precedent, incapable of adjusting 
themselves to new conditions and new de- 
mands.” He prophesied that they would 
soon be reduced to such dire straits that 
it would be necessary for the government 
to take them over and operate them, dis- 
tasteful as such a step would be to all concerned. 

But when I met my friend the other day he was 
humming a different tune. Gone was his 1933 pessimism. 
He was outspoken in praise of the railroads for their 
progressiveness and enterprise. He spoke with enthusi- 
asm of the resourcefulness of the railroads in adapting 
themselves to the ever-changing needs of the times. He 
said not a word about government ownership or oper- 
ation. 

My friend’s strikingly altered viewpoint is significant. 
because it illustrates the remarkable change of public 
attitude toward the railroads which has taken place in 
recent years. This new attitude is unquestionably due 
to the fact that lately the railroads have been demon- 
strating in numerous ways that they have lost none of 
their old-time vigor, courage and aggressiveness. The 
same pioneering spirit which brought them into existence 
and developed them into the most efficient transporta- 
tion system in the world is still at work. carrying them 
forward te new goals of achievement. 


Nesmith 
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Railroading Revitalized 





A survey of the recent progress and accomplishments 
of the railroads must be made against the background 
of two decades of extraordinary economic conditions. 
beginning with the war period and government control, 
followed by the post-war adjustment period, and finally 
by the severest depression in the nation’s history. Many 
of the serious problems of the railroads in the twenties 
were the result of drastic adjustments in labor and mate- 
rial costs, rates and other factors growing out of war 
conditions and government control. 

In the ten-year period 1916-1926, for instance, the 
average hourly wage of railway workers increased 123 
per cent; fuel, material and equipment costs increased 
sharply; railway taxes jumped 148 per cent; while at 
the same time passenger and freight rates were increased 
only 44 and 53 per cent, respectively. 

As a result of these sharp increases in costs, and the 
much more moderate increases in fares and rates, the 
railroads were confronted with the necessity of trim- 
ming expenses and counting pennies as never before. 
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But this was by no means their only problem. Equally 
serious was the problem of competing with new forms of 
commercial transportation which were springing up under 
the nurturing arm of government on the highways and 
waterways. Subsidized competition began to make it- 
self felt in the early twenties, first in passenger service 
and later in freight service. Railway passenger traffic 
and revenues declined steadily for several years before 
the depression broke, and heavy inroads were being made 
upon railway freight traffic by both motor trucks on 
public highways and barge lines on the inland waterways. 
Even with the peak conditions of the late twenties, it 
was apparent that the country was suffering from over- 
production of transportation facilities. 


Motor and Barge Competition 


The formidable problems were giving the railroads 
serious concern when the depression broke in 1929. 
Partly as a result of competitive conditions and partly as 
a result of the general decline in business activity, rail- 
way traffic and earnings were reduced to about one-half. 

Unlike a manufacturing plant which may close down 
in whole or in part when the market is dull, the railroads 
were compelled to maintain uninterrupted transporta- 
tion service for passengers, freight, express and mails, 
throughout the country, whether the business was there 
or not. 

The situation presented problems never before faced 
by railway management. With earnings declining rapid- 
ly, the problem was to keep expenditures within income 
and at the same time to allow no impairment in the 
quality of service rendered or in the safety of railway 
operations. Dollars had to be stretched as never before, 
and every possible means of increasing the efficiency of 


the plant had to be employed. Studies and experiments 
of research laboratories and engineering experts formed 
the basis for widespread economies, betterments and 
innovations, as a result of which the traveling and ship- 
ping public are now being provided with more adequate 
and efficient railway service than ever before, in spite 
of the fact that the financial condition of the railroads 
is still far below normal and many railway stockholders 
have not received a cent in dividends for years. 


Depression's Impact 


Any enumeration of the accomplishments of the rail- 
roads during the last few years must include, first and 
foremost, their victory over the depression. In a sense, 
nearly all other accomplishments were in greater or 
lesser degree by-products of that epic struggle, imple- 
ments which were developed to carry the railroads to 
victory. The American railroads have gone through 
many depressions, but never before was the economic 
shock so severe or the remedies so far-reaching in their 
application. One railway president pointed out that the 
revenues of his railroad declined 24 per cent in the 
depression of the 1850’s, 20 per cent in the depression of 
the 1870’s, 8 per cent in the depression of the 1890's, 
4 per cent in the depression of 1907-1909, but in the 
recent depression the reduction in revenues fell off more 
than 50 per cent. This was more or less typical of the 
experiences of other railroads. 

The situation in which the railroads found themselves 
was a challenge to their courage and resourcefulness. 
How they met that challenge by the revamping and 
modernizing of their service is quite generally known. 

The introduction of air-conditioning in passenger train 
operations is generally recognized as the most notable 
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Fairchild Aerial surveys 


Activity increases in Jersey City Freight terminal as Carloadings continue to advance. 


forward step in a generation. Through its application, 
the traveling public is provided with uniform tempera- 
tures in every part of the country at all seasons and 
under all external weather conditions. Drafty open 
windows are eliminated; dust and noise are excluded, 
and the safety, health and comfort of passenger travel 
is greatly increased. 

The first air-conditioned passenger car operated on 
the railroads of the United States was placed in experi- 
mental service in 1927. By the end of 1933 about 650 
air-conditioned cars were in use, and now, less than ten 
years from the introduction of the first experimental 
car, there are more than 8,000 air-conditioned passenger 
cars in daily use on the American railroads. So wide- 
spread has air-conditioning become that one may now 
travel from one end of the United States to the cther 
in air-conditioned trains. 

Probably the most sensational] of all recent innovations 
was the introduction of high-speed streamline passenger 
trains. In both design and speed, the streamline train 
marks an evolutionary development. It is a symbol of 
the new era in railroading, an era in which scientific 
research and engineering skill are being given full play. 

Along with these major improvements in passenger 
train service have gone extensive improvements in the 
design of passenger equipment, revolutionary changes in 
seating and interior furnishings to increase the comforts 
and conveniences of railway travel. New types of cars 
have been introduced; dining car service has been mod- 
ernized. Train speeds have been increased in numerous 
instances, and throughout the country basic passenger 
fares have been cut, saving the traveling public many 
millions of dollars annually. Thus, the American people 
are being provided with vastly improved passenger train 
service at far less cost than before. 

Equally notable progress has been made on the freight 
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side with a view of providing 
the public with greatly im- 
proved service at lower cost. 
One of the most important 
improvements has been the 
general speeding up of freight 
train schedules, saving in 
many instances as much as 
a full day in effecting deliver- 
ies. Accelerated freight move- 
ments have had the effect of 
bringing producers and con- 
sumers closer together and of 
speeding up the whole process 
of commercial transactions. A 
practical benefit of faster 
freight service has been to re- 
duce the necessity of carrying 
large stocks of goods, thus 
keeping inventories more close- 
ly in line with current needs 
and reducing the investment in 
goods on shelves and in transit. 

Free pick-up and delivery 
service in the handling of less- 
than-carload freight is another 
improvement of far-reaching 
importance. Pick-up and de- 
livery service had its inception among a few lines in the 
Southwest in 1931. Now nation-wide in scope, it has 
extended railway service, without any additional cost, 
to the door of every business establishment in nearly 
every city and town in the country. A telephone call to 
the local freight agent is all that is required to set 
the service in motion, and a single waybill covers the 
complete movement. As a result of this added ser- 
vice, large quantities of merchandise which formerly 
moved by other forms of transportation are now 
moving by rail. New merchandise trains and package 
cars have been added to accommodate the shipping 
public. 

Railway freight service has also been improved by 
the development of new types of freight car equipment, 
specially designed cars for special commodity move- 
ments, increased freight car capacity, mechanical devices 
for loading, improved methods of crating and packing, 
improvements in refrigerator service, reductions in loss 
and damage, more dependable freight schedules, and 
many other ways. 

Although the improvements which I have enumerated 
have been initiated and carried out largely by individual 
roads, the carriers are coordinating their efforts to a 
vreater degree than ever in fields where concerted action 
proves the most effective. In November, 1934, the Asso- 
ciation of American Railroads was organized as a suc- 
cessor to the American Railway Association, the Asso- 
ciation of Railway Executives, and other railway asso- 
ciations, to head up numerous joint activities of the 
railroads and to extend the cooperative effort of the 
railroads in other ways. Its activities embrace studies 
on hundreds of subjects and numerous other activities 
looking toward improvements in and increased economy 
and efficiency of railway operations and improved rela- 
tions with the public. 
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YELLOW TRUCK & COACH MANUFACTURING CO. 





A Loser in the Last Boom= 
A Winner Today 


BY WARD GATES 


Aurnovcn earnings of the Yellow Truck & Coach 
Manufacturing Company last year were ten times larger 
than those for 1935 and more than four times the profit 
of 1929, it would be wholly misleading to speak of this 
as a sensational comeback. Sensational it is, but not a 
comeback. It is an entirely new experience because, 
believe it or not, here is a General Motors-dominated 
enterprise that managed to lose money during most of 
the last boom. 

General Motors entered the Yellow Truck picture 
late in 1925, receiving a controlling stock interest in ex- 
change for its G. M. C. truck division and a goodly bit 
of cash. To the stock market General Motors was a 
magical name. Thereafter until the speculative debacle 
late in 1929 the class “B” common stock of Yellow 
Truck & Coach persistently commanded a good price 
supported by very little more than 
hope. 

In 1926 the company earned $1,- 
125,000, equal to $7.51 on the $7 
cumulative preferred stock and 
just 6 cents on the class “B” com- 
mon, which has second preference 
as to cumulative dividends up to 
certain limits in a rather compli- 
cated set-up and thereby outranks 
the common, all of which is held 
by General Motors. Yet that year 
an optimistic market priced the 
class “B” shares as high as 395%. 

The following year there was a 
deficit of $1,217,000 but the equity 
reached a price of 40. In 1928, 
possibly because the loss had re- 
ceded to only $1,104,000, the stock 
was able to get as high as 57°. 
In 1929 there came another profit 
—$1,177,000 and equal, after allow- 
ance for unpaid preferred dividend, 
to 10 cents on the class “B” shares 
which nevertheless got to 5114 be- 
fore the market crash put specu- 
lative dreams to rout and in a 
couple of months sent this stock 
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plummeting down to 744 with the threshold of depres- 
sion barely crossed. Over the most profitable four-year 
period American industry ever had, 1926-1929, Yellow 
Truck & Coach’s losses had exceeded earnings by about 
$19,000. 

The reasons for that poor showing bear upon our 
present analysis because the company would not have 
earned record high profit of $5,089,024 last year if its 
methods and the conditions it faced had not undergone 
radical change for the better during the depression years. 
Tronically, the stock market was almost as oblivious to 
those favorable sub-surface developments as it had been 
in the 1926-1929 period to the weaknesses in the picture; 
for the stock sold as low as 834 last year and experienced 
the greater part of its rise to recent high of 37% after 
the company’s own interim earnings statements had 





Workmen finishing the body of new type bus for overland express service. 
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made the fact of rapidly rising profits public knowledge. 

There were three chief reasons why the last boom de- 
toured around Yellow Truck. One was that “GMC” 
medium-weight and heavy duty trucks in their field 
never remotely approached the trade standing of Gen- 
eral Motors passenger cars in their field, either before 
its “GMC” truck subsidiary became part of Yellow 
Truck & Coach or after. In this market International 
Harvester, especially as regards trucks from one to five 
tons capacity, built up a commanding lead and still 
holds it. In still heavier vehicles, the brutes of the 
truck world, Mack and White particularly offered most 
formidable competition. The volume truck market, of 
course, is in one-half and three-quarter ton vehicles, in 
which leadership is held by Ford, Chevrolet and Dodge. 
It seemed logical for Yellow Truck to stay out of this 
market since General Motors’ 
Chevrolet trucks were already rep- 
resented. 

A second reason for the indif- 
ferent earnings performance dur- 
ing the several years prior to the 
depression centered in rather per- 
sistent losses by the company’s 
taxicab division. While its interest 
lay primarily in manufacture of 
cabs, it also embarked on some 
losing venture in leasing cabs and ——t 
in actual operation of “Yellow” | % = 
cab fleets in some cities. Chaotic, : 
cutthroat competition seems to 
plague the taxicab business from 
manufacture to operation. Yel- 
low Truck & Coach not only cut 
loose from the operating end, but 
also dropped out of the field of 
cab manufacture in 1934 and 1935. 

The third reason, and one over 
which the company had no con- 
trol, was that bus transportation 
and the technique of bus design 
and manufacture were still actu- 
ally in their infancy throughout 
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the last boom. Big profits in manufacture simply were 
not there to be made. The rapid growth of bus ser- 
vices, both urban and inter-urban, during the depression 
years has been the outstanding change in the field of 
common carrier passenger transport. 

Coming down to the company’s present position, its 
earnings have risen sharply and probably will rise fur- 
ther because demand for buses is booming and Yellow 
Truck & Coach has made itself the leader in bus manu- 
facture by a comfortable margin; and because on the 
one hand demand for trucks has risen with the general 
economic recovery, while on the other hand Yellow 
Truck has captured a bigger share of the total market 
both by entering the light truck field and by reducing 
prices on trucks just above this weight class. 

To this it might be added that since 1929 and espe- 
cially since 1934 the Yellow Truck management has 
been substantially reorganized. Paul W. Seiler stepped 
out as president in 1935. Friend of Fred J. Fisher, he 
had been put in top position with Yellow Truck nine 
years previously, coming from Ternstedt, the General 
Motors automobile-hardware subsidiary. His place was 
taken by youngish Irving B. Babcock, who had long 
been executive vice-president, who had started with the 
enterprise in 1920 when it was John D. Hertz’s Yellow 
Cab Manufacturing Company and nothing more, and 
who was believed by GM’s Generalissimo Sloan to 
know more about it than anybody else. To the board 
of directors were added Ormand E. Hunt, with a back- 
ground of General Motors engineering; the General 
Motors research chief, Charles F. Kettering and its op- 
erations ace, William S. Knudsen. 

Thus jazzed up in direction, Yellow Truck is not con- 
tent with a booming bus business and an improving 
truck business. Last year it ventured to return also to 
manufacture of taxicabs, placing its bet on a much im- 
proved model at substantially lower price than it had 
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ever before offered in a cab. At best, however, any 
robable profits on cabs will be small potatoes as com- 
pared with the possibilities in buses and trucks. It is 
buses and trucks that have shot the company’s sales 
and profits away above the 1929 mark. If there is 
promise of further speculative appreciation in the stock, 
it must rest overwhelmingly on the prospect for buses 
and trucks and this company’s place in that prospect. 

Without exception, you will find stocks of companies 
making buses and trucks quoted at much higher price- 
earnings ratios than stocks of companies mainly de- 
pendent on passenger cars. It would be futile to debate 
whether this discrepancy is wider than it should be. 
The reason for it is clear. While there is a widespread 
conviction that passenger car volume is subject only to 
relatively moderate further expansion, the evidence 
points to dynamic additional growth of bus manufac- 
ture and to substantial further gain in truck volume, 
especially as regards vehicles above the light-weight 
class. 

While the recovery in passenger car volume has been 
phenomenal, it has yet to pass the 1929 level. Produc- 
tion of buses last year was not far from double the 
1929 volume. Truck output in 1936 also reached a new 
all-time high, although this was chiefly due to demand 
for light commercial vehicles, with medium-weight and 
heavy-duty trucks remaining far under normal volume. 
Given continuation of the present upward trend in con- 
struction and heavy industry, trucks of the latter type— 
on which unit profit margin is far larger than on small 
trucks—can be expected to meet with much broadened 
demand. 

Trends and potentialities fire the speculative imagina- 
tion rather more than do the current dollars and cents 
of earnings. Despite the growth of recent years, the 
potentialities in bus transport remain enormous. For 
example, trolley car transport obviously is dying, yet in 
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1935, according to data compiled by the National As- 
sociation of Motor Bus Operators, in urban communities 
trolley cars still carried more than 62 per cent of all 
passengers using common carrier transport, while motor 
buses carried less than 15 per cent of the total. No 
comparable figures for 1936 are yet available, but while 
the transition from trolleys to buses continued in many 
communities—notably in New York City, for example— 
nevertheless the antiquated trolley lines continue to 
carry nearly four times as many urban passengers as are 
using motor buses. 

Taking into account all cost factors as between the 
trolley and the motor bus in urban transport, there is 
a considerable differential in favor of the bus. The mod- 
ern bus also has an advantage in comfort and conve- 
nience. In most instances where on a given route buses 
have replaced trolley cars, an in- 
crease in traffic has resulted. As 
inevitable as the pull of gravity, 
the demonstrated success of the 
urban bus attracts capital. For 
some years to come the biggest 
market for urban buses will result 
from the transition of street rail- 
way companies—which have the 
advantage of holding street fran- 
chises—into motor bus service com- 
panies. 

Not so simple is the longer out- 
look for inter-urban bus service. 
The city bus on a fixed route and 
a fixed fare may be considered a 
virtual monopoly on that route. 
Its profits depend largely on traffic 
density and on possession of ve- 
hicles which can accommodate the 
largest possible number of passen- 
gers at the lowest per-passenger 
cost. Interurban service is subject 
to these same two factors, but also 
to a multiplicity of others. Especi- 
ally in longer runs, it must compete 

(Please turn to page 719) 
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Keeping Cool About Hot Money 


Large Foreign Funds Invested Here Are a 


Psychological Rather Than an Actual 


Threat to Our Markets. 


BY GEORGE W. BERKALEW 


oH ; aii 
ot Money” has become a burning issue. The sub- 
ject fairly sizzles in the boiling fat of rumors, conjectures 
and criticism poured from the Press Club in Washing- 
ton and the brokerage firms in New York. Seven and a 
half billion dollars is the latest estimate of the grand 
total of foreign funds invested or seeking employment in 
the United States—at first glance a staggering figure. 
The administrative minds of Treasurer Morgenthau, 
Federal Reserve Banker Eccles, Security Commissioner 
Landis, ably assisted by a corps of financial “experts,” 
grapple with the problem of control and disposal of this 
unwelcome money—a problem, at this stage, well-nigh 
incapable of practical solution. 


Suspect on Two Counts 


You ask, “Why should this money possess the stigma 
of an Ellis Island immigrant? Why should the admin- 
istration propose to quarantine renewed capital ship- 
ments and penalize refugee funds which have already 
gained admittance?” There are various reasons for the 
present alarm. One is that the continued flow of gold 
and currency from abroad threatens to swell bank de- 
posits beyond adequate proportions, thus paving the 
way for excessive price inflation in securities, real estate, 
and commodities. Another is that precipitate liquida- 
tion of investments for foreign account might create a 
selling wave of sufficient magnitude to knock the bottom 
out of market values, thereby arresting the cyclical 
trend of recovery. In other words, “Hot Money” is sus- 
pect on two counts—as inflationary by its presence; as 
deflationary by its absence. 

Despite this seeming paradox, between the beginning 
of 1935 and September of last year, a capital influx of 
over two billion dollars tainted that integrity of 
our marts of exchange which the SEC is so zealously 
striving to preserve. Unless the international situation 
changes radically in the near future, and present condi- 
tions do not warrant this assumption, or unless the gov- 
ernment imposes drastic measures of restriction, and 
regulatory schemes under consideration do not justify 
this supposition, the much maligned contamination of 
our domestic capital is likely to continue for some time. 
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In many respects foreign investors are more sinned 
against than sinning. It is important to avoid tabloid 
appraisals of “Hot Money” in the aggregate and examine 
by qualitative analysis the various categories of capital 
imports. It is true that since the early part of 1934 the 
movement has rapidly gained momentum. It is true 
also that a substantial share of foreign credits consti- 
tute frightened funds seeking to circumvent either the 
perils of war or monetary devaluation in Europe. It is 
equally true that aggregate figures of capital imports 
frequently misrepresent the issues involved and a break- 
down of these figures present a far more encouraging 
situation than current opinion would lead one to suppose. 

In the first place, foreign investments in America are 
of both a long and short term character. For over a 
hundred and fifty years, Dutch bankers, Scottish invest- 
ment trusts and French rentiers have played a promi- 
nent part in financing the industrial development of 
this country. Today belief in the potential capacity 
of American industry to produce at a profit still attracts 
“sober money” from abroad. But the tendency persists 
to group indiscriminately highly volatile investments 
with investments of a more rigid character. Even lump- 
ing together the value of these two unrelated categories, 
less than 30 per cent of the net inflow of capital repre- 
sented net purchases by foreign investors of American 
securities during the greater part of 1935 and 1936. 


Not All Hot Money 


The inflow of capital includes substantial payments 
in interest and dividends on American-owned funds 
abroad as well as the repatriation of foreign dollar issues 
originally floated here. Transactions of this type, strictly 
speaking, cannot be considered “Hot Money” for the 
reason that while they tend to reduce the creditor posi- 
tion of the country they do not increase foreign partici- 
pation in the American security market. 

Bank balances and short term funds owned by for- 
eigners to cover current commercial needs also consti- 
tute an important element in international capital 
movements. At the moment this factor takes on a pri- 
mary significance. The general stiffening in prices of 
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practically all staple commodities and raw materials as 
well as in prices of a wide range of finished and semi- 
finished products reflects mounting demands from over- 
seas for war stocks and armament supplies. Illuminating 
is the terse rejoinder of a leading New York bank execu- 
tive when questioned as to his opinion of proposed neu- 
trality legislation. “Neutrality? Why speak of neutrality 
when the country is already on a full-fledged war foot- 
ing?” A war boom is by no means dependent on a for- 
mal outbreak of hostilities. Actual conflict would merely 
give added impetus to the present rush order business in 
war materials, financed in all probability by forced 
liquidation of foreign-held securities for cash purchases 
outside the Johnson act. 

Here again the term “Hot money” would be a mis- 
nomer. Lacking this convenient form of available dollar 
exchange, belligerents could without undue difficulty 
effect identical transactions either through neutrals or 
by direct shipment of gold. With a virtual status quo 
existing in the world’s gold supply, since the United 
States absorbs approximately a billion dollars in gold 
annually or the average output of virgin metal, the war 
chests of solvent European Central Banks still retain 
adequate reserves for further gold exports. But this is 
what both the Treasury and State Departments attempt 
to forestall—the Treasury Department for the reason 
that uninterrupted gravitation of gold to this country 
nullifies efforts to prevent price inflation and under- 
mines the exchange stability of the dollar—the State 





Department for the reason that gold imports knock the 
pins from international trade and paralyze the effective 
working of Mr. Hull’s commercial treaties. 

Corrective measures are contemplated. Since a heavy 
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tax on profits realized by foreign security holders might 
create an undesirable market reaction, official thought 
disparages this device and favors the more lenient penal- 
ties of higher taxes on dividends and heavier levies on 
security transfers to foreign accounts. These are patch- 
work schemes, like previous patchwork schemes already 
essayed—the imposition of gold export licenses, partial 
or provisional gold bloc devaluation, the tripartite 
stabilization agreement, gold sterilization, and the recent 
stepping up of Federal Bank reserves to the maximum 
of legal limits. All these schemes have staggered, some 
have modified, others have accentuated, none have 
obliterated the financial disorders of the international 
situation. 

Europe is afraid and America inspires confidence. As 
long as this phobia persists it is extremely doubtful if 
the added taxes envisaged would check the influx of 
capital from abroad. As long as rearmament inflation is 
superimposed on shaky political foundations in France 
and England and the designs of Italy, Germany and the 
Soviet Union are clouded in obscurity, it is doubtful 
whether even another epidemic of European currency 
debasement would engender widespread repatriation of 
capital now reposing in this country. But let us assume 
for the sake of argument that a contingency of this 
nature materializes—that the vulnerable French franc, 
together with other former gold bloc currencies, under- 
goes a second revaluation and the bulk of liquid “smart 
money” were immediately withdrawn. The possibility 
is remote, the case extreme, but even in these circum- 
stances ordinary resources of the Federal Reserve sys- 
tem plus the buffer force of the stabilization fund could 
meet the situation with stock or money market reper- 
cussions hardly more grave from a long range viewpoint 
than a temporary storm in a tea cup. Gold as a com- 
modity import creates a more serious problem. Gold 
no longer fills its twofold function: as a basis for credit 
and as a standard of value (Please turn to page 722) 
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Retail Trade at Recovery Record 


An Expert Appraisal of Forces Affecting Retailers’ Prospects 


BY JOHN GUERNSEY 


ee stocks, re- 
flecting the investor’s opinion 
of current and potential earn- 
ings of listed stores and 
chains have been prominent 
in the long rise and more re- 
cent surge of prices. Some 
issues have gone too far too 
fast, and will have to wait 
awhile for substantiation of 
present values. But as a 
group, store stocks seemingly 
have not yet discounted the 
substantial further increases 
in sales and earnings that 
seem assured. 

The accompanying table of 
a few representative companies in each category of 
trade illustrates the extent of the advance to date. An 
investor who bought 10 shares of each of these stocks 
in March, 1934, at a total cost of $4,630, found his port- 
folio worth $5,050 on March 1, 1936, and $6,620 today. 
That represents an aggregate increase in three years 
of 43 per cent. 

Consumer buying continues its steady pressure on 
retailers and through them on consumer goods pro- 
ducers. Today, adequate working capital is requiring 
the attention of management for the first time since 1930. 

The low of retail sales occurred during the first half 
of 1933. September of that year showed the first flutter 
of a returning consumer interest in anything other than 
necessities. During that crucial Fall the novelty of sales 
increases spread from section to section, actuated by 
three forces: (1) higher payrolls, resulting from recov- 
ery and early efforts of N R A; (2) the first threat 
of inflation, resulting from the new monetary policy; 
and (3) renewal of faith in American recovery, amount- 


Courtesy K. H. Macy Co. 
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ing almost to religious fervor. 
There has not been a month 
since the Fall of 1933 that has 
not shown an increase in con- 
sumer buying over the cor- 
responding month of the pre- 
vious year. 

Retail sales in 1933, helped 
toward the end by the re- 
sumption of more than neces- 
sity buying, totalled 25 bil- 
lion dollars against a total in 
1929 of 49 billions. Two years 
later the U. S. retail census 
showed total sales of 33 bil- 
lions. Last year sales totalled 
371% billions. During the first 
two months of this year they have been running at a 
pace that would have suggested a total for 1937 of 4114 
to 42 billions, had not the picture changed suddenly 
this month. 


First estimates for 1937 discounted anticipated labor 


strife this Spring, always bad for retail business. But 
the wholly unexpected avoidance of a widespread steel 
strike, by the action of Chairman Taylor of U. S. Steel 
and Chairman John Lewis of the C. I. O., marks a mo- 
mentous change in thinking which may relieve the 
country almost entirely of the threatened strike epidemic. 

It will cost industry another two billions in wages. 
Every dollar of that, and more which it creates, will 
flow across retail counters and back into consumer goods 
industries. The outlook now is that retail sales will 
exceed 43 billion dollars in 1937. 

Labor’s share of the national income is rapidly mount- 
ing. In 1910 labor received 55 per cent of the national 
income; in 1929 its share was 64 per cent; in 1933 it was 
62 per cent. Adding work-relief wages the total that 
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year was 65 per cent, mounting to 67 per cent of total 
national income in 1935. With the new attitude toward 
wage increases it is expected that payrolls (labor and 
salaries plus work-relief wages) will exceed 70 per cent 
in 1937. Retailers are vitally affected by this whole 
movement. It is the explanation for the seemingly un- 
accountable persistence of consumer buying. What will 
it do, then, to the several types of retailers and their 
earnings? 


Chains versus Independents 


With the prospect that chains and department stores 
will be early recipients of the polite requests of John 
Lewis’ lieutenants for an audience looking to higher 
wages and shorter store hours, the outlook for the small 
independent is brighter. The last retail census showed 
that between 1933 and 1935 independents increased 
their sales 36 per cent and the number of their stores 
9 per cent; chains increased their sales 19 per cent and 
reduced the number of chain units 10 per cent. 

The proportion of chain sales to total retail sales was 
90 per cent in 1929, 25.4 per cent in 1933 and 22.8 per 
cent in 1935. Despite the decline in ratio since 1933, 
chains will do about 9.5 billions in 1937, close to the 
9.8 billions they did in 1929. Independents should do 
32 billions against 38 billions in 1929; mail-order houses 
(catalog only) about $600,000,000 against $515,000,000 
in 1929; all other types 1.1 billions against $700,000,000 
in 1929. 

The number of chain units probably is no greater 
today than the 127,500 units shown by the Census 
Bureau for 1935, actual additions being offset by con- 
solidation of smaller units by grocery chains and the 
continued sale of company stations to managers by the 
fillng-station chains. But there has been a_ probable 
increase of 50,000 small independent stores since 1935, 
with an indicated total today of 1,525,000 independents. 

Of the total of 1,700,000 retail stores now in operation, 
only 4,200 are department stores and mail-order houses. 
But they did 10 per cent of all retail sales in 1935, and 
will do 4.5 billions or 1014 per cent of the total in 1937. 

Of these 4,200 large retailers, 2,423 are units of de- 
partment-store chains, 33 are mail-order houses (catalog 
only) and the remainder are independents. With 60 
per cent of the stores, chains do only 27 per cent of 





the department store business; mail-order houses 12 per 
cent; independently merchandised stores 61 per cent. 

In 1929 the chain sales ratio of department stores was 
17 per cent, against 27 per cent now; the independent 
ratio was 72 per cent against 61 per cent now. The 
chains which account for this growth include such com- 
panies as J. C. Penny, W. T. Grant, Sears, Roebuck and 
Montgomery Ward retail stores. Independents include 
most of the large department stores throughout the 
country, owned locally or by the ownership groups such 
as R. H. Macy & Co., Gimbel Bros., May Department 
Stores, Allied Stores, Associated Dry Goods and Mer- 
cantile Stores. Ownerships are holding companies, not 
central merchandising organizations, and their stores 
are almost entirely merchandised by store merchandisers 
and buyers. It is centralization of merchandising, not 
joint ownership alone, that determines the chain classi- 
fication in the U. S. business census. 

The outlook for department stores as a whole is favor- 
able. In some cities their business exceeds that of all 
competitive shopping-goods stores combined (food stores, 
motor car dealers, filling stations, restaurants and the 
lumber and building material dealers are not competitive 
with department stores). Competing stores are apparel, 
furniture, hardware, drug, jewelry, paint, auto acces- 
sories, dry goods and variety stores; and in Pittsburgh, 
for instance, all combined do only 81 per cent as much 
business as is done by department stores. In Philadel- 
phia the competitive volume is 105 per cent; in Balti- 
more 107 per cent. 

Except in New York, where it is 281 per cent, the 
average (median) ratio in the 13 largest cities of the 
country is $153.60 of competing store sales to $100 of 
department store sales. That is also the approximate 
ratio in Chicago, mail-order business excepted. Depart- 
ment stores are the largest retail users of newspaper 
advertising. 


Newspaper Advertising 


That newspaper advertising is the key to department 
store domination is apparent from observation, and is 
confirmed by a detailed analysis by Media Records, the 
accepted authority on all matters pertaining to news- ° 
paper and magazine linage. But something else is 
shown by that survey which deserves the serious atten- 





Representative Companies in Various Divisions of Retail Trade 





Price Earned per Price Earned per Price Earned per Price 
Company Mar. 1, 1934 Share 1934 Mar. 1, 1935 Share 1935 Mar. 1, 1936 Share 1936 Mar. 1, 1937 
Sears, Roebuck....... ; pect saa 45 $3.13* 33 $4.45* 63 $7.00 *(e) 90 
Montgomery Ward..... . ss nats histo ah ; re 30 1.72° 25 2.65* 40 4.00*(e) 65 
PRS oo oir se uien oes Ska diaseanttwda 64 6.29 67 6.08 70 7.36 99 
De OME os Sipcacic eee USea eos ; (ides neh oe Pains — 40 2.19* 32 2.79° 33 4.00*(e) 47 
May Department Stores... . . ie that saacsa chau axle otal 38 2.68" 41 2.81° 48 3.50*(e) 64 
oS Se) Ce as aewa ; saierwiie 35 1.95* 37 1.83* 46 2.50*(e) 56 
SUMNER soi crn d has eieed arse shel ever rrr err 31 3.14° 36 3.73° 52 4.21° 62 
A, errr ; einmowes 50 3.31 55 3.22 53 3.35 56 
aE eee on 20 1.76 21 1.84 23 1.97 27 
PIER Sch ii nt ae eke vid du seusidice veins ee evea 52 3.61 42 3.07 33 4.03 45 
First National Stores......... hice <atkoaeders Fee ai eted x 58 3.897 50 3.651 a4 4.00} (e) 51 
* Fiscal period ended Jan. 31 of following year. (e)—Estimated. {—Fiscal period ended Mar. 31 of following year. 
687 


March 13, 1937 












































































































































































expansion with larger units, and consolidation of smaller 
RETAIL TRADE units wherever practicable. The growing popularity of 
12 ToT 250 park shops is a help in this direction. Another help js 
MAIL ORDER widespread adoption by the chains of the principles 
8 which have made many modern super-markets successful, 
yy By super-markets is not meant the wild-animal type 
10 a0 -l210 of markets in abandoned car barns—the Grizzly Bears, 
o Big Bad Wolves and Blind Tigers—which are a passing 
Seeeeeee phenomenon of the late depression. ‘The modern super- 
w 2 market is a group of related food departments operated 
on Thu A720 # in conjunction with a large grocery department, all under 
3 tt one roof and often doing a million dollars of business 
= te z per year or more. Usually the related departments 
fe) —— | | ef v (meats, dairy products, vegetable, candy, lunch counter 
2 | at | z and the like) are run by independent lessees or leased- 
$ 60 + PORE HE M20 |] department chains, while tl ietors of th 
4 STOR | department chains, while the proprietors of the market 
= i 4 operate the grocery department. The trend is toward 
i = the taking over of the leased department, particularly 
f "| i 7 fresh meats. The set-up is ideal for a chain to operate, 
ao f+ | 1s | bt tft tt i 90 ¥ either directly or through a subsidiary. ' (). 
| we ‘fy | | Mire | Fld | i & In the retail census, super-markets are included with stock 
Lia | Te Ft | Lie tat] I ey combination stores (groceries and meats). The count earn 
la] dd LEN Bel | | 1 Tee} | | a shows 188,738 straight grocery stores and 166,233 com- mark 
od ‘| Seen wewubew i sree! | a® bination stores. Of the former, 22,632 are chain units be ol 
JFMAMJJASONDJFMAMJJASONDJ doing 38 per cent of the business; of the latter, 25,607 earn 
CORA... A i 2 are chain units doing 39 per cent of the business. Chains was ¢ 
are growing in the combination store field (32 per cent was | 
tion of investors and bankers concerned with depart- in 1929 versus 39 per cent now), and are surrendering left t 
ment stores in large cities. the straight grocery field to the independents with their expal 
The 14 cities of more than 500,000 population are compliments (45 per cent in 1929 versus 38 per cent now), tinue 
arranged in two groups of seven cities each. The first reces 
group includes the cities in which the stores use both Legislation Affecting Chains In 
a shopping news publication of their own and the news- tend 
papers. They are Chicago, Detroit, Los Angeles, Cleve- Nearly all States now have retail sales taxes to raise old 1 
land, Boston, San Francisco and Washington. In the revenue, but the pressure for discriminatory anti-chain assul 
second group the stores use newspapers exclusively, legislation has abated for the present. How long, de- there 
and the cities are New York, Philadelphia, St. pends upon the chains. Opinion is so unsettled at the the « 
Louis, Baltimore, Pittsburgh, Milwaukee and Buffalo. moment that it may even be (Please turn to page 724) of st 
Excepting New York and Chicago as more 
disproportionate, the six remaiing gaa aay the s 
-cities of the first group include a popu- toma 
lation of 5,600,000; the six cities of the of fe 
second group 5,400,000. In the shop- realit 
ping news group, competing stores use Ame 
' 94.5 lines of newspaper advertising to large 
ach 100 lines used by department cheay 
stores. In the cities relying entirely they 
upon newspapers competitive adver- To 
tising is only 57.4 lines to each 100 extra 
lines used by department stores. The ’ BS it 
figures are for the full year 1936. i — Wi 5) ia? exam 
But in the shopping-news group of . 3 1929. 
cities, competing stores do $167.20 for Ame 
each $100 of department store sales, coul 
whereas in the cities using newspapers Its 
exclusively only $137.10 is done by equi 
competing stores for each $100 by de- the 
partment stores. It would appear that coulc 
a shopping news medium is far from earn, 
satisfactory as a substitute for news- Inlai 
paper advertising, in that it appears to ings 
permit the growth of an inordinate Re Ligg 
-sctenal g Srgiea Poem Advertised brands pennies aes constitute the greatest volume of am 
‘ ain Store sales. 
: Mar. 
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A New Relation Between 


Earnings and Price 


Significant Considerations In Buying Securities 


BY J. C. CLIFFORD 


0. all the yardsticks used for the appraisal of common 
stocks the most widely accepted is relative price-times- 
earnings ratio. At one time it was held that if the easily 
marketable stock of a well-established company could 
be obtained for a price equal to ten times its annual 
earning power a purchase was entirely justified. This 
was on the theory that a five per cent dividend return 
was generally satisfactory and that such a return then 
left the company with a similar amount with which to 
expand, or build up reserves which would assure a con- 
tinuance of the dividend during times of business 
recession. 

In the bull market of the late twenties there was a 
tendency among economists and speculators to decry the 
old rule. It was said that a “new era” obtained and 
assuming a future of ever mounting prosperity—of which 
there then could be no reasonable doubt in the eyes of 
the optimists—it was perfectly justifiable for the price 
of stocks to discount earning power two, three or even 
more vears ahead. So keen is everyone’s memory of 
the subsequent terrible disaster that it has become cus- 
tomary to refer to the stock market of 1929 as one 
of fantastic prices which bore no relation at all to 
realities. Yet, while this was true of Radio Corp. of 
America and some others, the fact remains that a 
large body of stocks, perhaps the majority, 
cheaper on an earnings basis than 
they are today! 

To many this will appear so 
extraordinary a statement that 
it may be well to cite a few 
examples. On the first of March, 
1929, the common stock of 
American Brake Shoe & Foundry 
could be bought for $60 a share. 
Its earnings for the year were 
equivalent to $5.50 a share. On 
the same date Bethlehem Steel 
could be bougth for $106—it had 
earnings of $11 for the year. 
Inland Steel at $93 had earn- 
ings of nearly $10 a share. 
Liggett & Myers at $91 had 
earnings of $7.82. Pennsyl- 
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were 


vania Railroad which could be bought for $80 a share 
in March, 1929, showed earnings of $8.82 a share for the 
year. American Smelting & Refining selling at $125 a 
share had earnings of more than $10 a share. In none 
of these cases, and there are dozens of more like them, 
could the price of the stock early in the year be consid- 
ered according to price-times-earnings rules fantastically 
high in relation to the annual report that was made 
subsequently. 

How is it then, that the old and tried times-earnings 
rule proved such a siren to the investor in 1929 and that 
it has been possible over the past few years to violate 
it with impunity? Can it be merely a rule made to be 
broken? No, the fact of the matter is that price-times- 
earnings ratios are a valuable guide. They are not, how- 
ever, to be followed blindly when, as far as the eye can 
see, all other lights are red. 

It will be remembered that the ten-times-earnings 
ratio was based on five per cent to the investor and 
the retention of five per cent by the company. Thus, 
it follows that when for any reason a_ five per 
cent return becomes either gross- 
ly inadequate or grossly exces- 





sive price-earnings rules must 
necessarily be modified accord- 
ingly. In 1929 the call money 


rate was seven, eight and nine 
per cent for months and at one 
time ran above twenty per cent. 


quoted at, say, five times annual 
not more than 


Now, even the best of common 
lol stocks should return more than 
S call money — possibly two. or 
oO three times as much as a normal 
5 thing. Had common stocks in 
oO ‘ : 
< 1929 been selling with any con- 
N sideration at al to an income 
= basis they would have been 
# 








earnings, or at 








NET PROFITS OF 940 LEADING COMPANIES 
(National City Bank Figures) 


half what they actually 
commanded. It is true that 
even this would have proved 
subsequently to have been 
too high, although it does 
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Stocks Selling for Less Than Fifteen Times 
Last Year's Earnings 








Earned per Recent Price Ti i i 
. Company Share 1936 Pees caine a 
American Chain & Cable...... $9.45 84 8.9 
American Home Products... . . 3.81 50 13.1 2:50 
American Safety Razor....... . 2.70 34 12.6 3:50 
American Smelting & Refining. . 6.85 96 14.0 208 
Atlantic Refining............. 2.59 34 13.1 i233 
Cisyeler Gom................ 14.25 125 8.8 ren 
Freeport Sulphur............. 2.43 30 12.4 1 00 
Gillette Safety Razor... . 1.72 18 10.5 : 
Goodyear Tire & Rubber. 3.90 40 10. — 
Goodrich, B. F.......... 03 42 10.4 1.00 
Inlend pS ee eee 8.59 121 14.9 4.50 
Melville Shoe............... 5.57 79 1 
Midland Steel Poducts........ 5.47 47 a 00 
National Distillers............ 3.80 31 8.2 2.75 
Pennsylvania R. R 2.94 ' 
f | eee r 43 

8 oie 2) NE 1.63 21 12:9 roe 

eynolds Spring............ 2.11 30 14.2 1.00 
Southern California Edi ‘80 
Southern Pacific... 2 see Nsiei 304 r+ re si 
United Carbon............... 5.54 83 15.0 4.05 





Stocks Currently Selling for Between Fifteen 
and Twenty Times Last Year's Earnings 


Earned per Recent Price Ti i i 
; Company Share 1936 Res ice “to 

Americen Con............... $5.80 106 18.3 
American Gas & Electric... .. 2.20 41 18.6 1:40 
Peon a ES = 9.89 177 17.9 9:00 

mmstrong Cork......:...... 4.36 69 15.8 1.50 
Beech-Nut Packing........... 6.19 107 17.3 ’ 
Brooklyn Union Gas.......... 3.02 47 15.6 $00 
Celanese... ’ : 

SE ry ee 2.25 

am .. eae 5.52 Hr br he 
Commonwealth Edison: 6.79 121 17.8 3.00 
Camatdeted Edison of N. Y... 2.33 43 18.5 i 

ontinental Can.............. 3.17 61 19.2 33s 
General Foods............... 2.71 43 15.8 2.95 
International Business Machines. 10.22 177 47.3 7.50° 
ee OS ea ae 7.25 111 15.3 7.00 
Loose-Wiles Bixesii 1201707. 3°98 rH 8.5 2:00 
Mesta eee 4.26 68 16.0 3.75 
a ee 1.73 32 18.5 2.00 

enick & Ford............... 3 ; 
Public Service of New Jersey |. 268 r+} Ww 210 
Reynolds Tobacco........... 2.94 55 18.7 3.00 
Underwood-Elliott-Fisher. ee 5.06 95 18.8 ‘87! 
Te Oil of California. ..... . 1.40 25 17.8 $00 ‘a 
— eR 8.20 135 16.4 6.00 

oolworth, F. W............. 3.35 58 17.3 2.40 


* Plus extra in stock. 





Stocks Currently Selling for More Than 
Twenty Times Last Year's Earnings 





Earned p R i i i H 

; Company Share 1936 ea go ag ~—— 
American Bank Note......... $1.24 33 26.6 
Amer. Brake Shoe & Foundry. . 2.95 75 25.4 220 
American Metal Co., Ltd...... 1.08 66 61.1 ar 
Amer. Radiator & Std. San... 0.70 26 37.1 0.4: 
Atchison Topeka & Sta. Fe... 1.56 78 50.0 2:00 
Baltimore & Ohio.......... 0.85 28 33.0 : 
Barnsdall Oil.............. 1.00 30 30.0 0.80 
Bethlehem Steel............. 2.09 93 44.5 1.50 
Columbia Gas & Electric... ... 0.53 ’ 
Commercial Solvents.......... 0.84 HA 4 re 
Congoleum-Naim............ 2.05 43 21.0 1.85 
Du Pont de Nemours......... 7.56 171 22.6 6.10 
Harbison Walker Refractories. . 2.41 53 22.0 2.25 
Lone Star Cement............ 2.96 69 23.3 2.50 
ee 2.41 60 
Mathieson Alkali............ 1.76 38 21.6 130 
Marshall Field............... 6.67 26 38.8 3 
National Lead............... 1.71 36 21. oC 
New Jersey Zinc............ 2.67 89 HH 250 
New York Central............ 1.79 45 25.1 aie 
Owens-lilinois Glass.......... 6.57 169 25.7 6.00 
Radio Corp. of America....... 0.20 12 60.0 
ere 1.28 55 43.0 1.00 
United Aircraft.............. 0.80 31 38.8 
United States Gypsum....... 4.01 124 30.9 Bet 
United States Steel........... 1.65 120 72.7 eke 
Westinghouse Electric......... 5.66 155 27.4 5.50 





not alter the validity of the argument that the reason- 
ableness of price-times earnings ratios are distinctly 
modified by money rates. 

If the high level of money rates made ten or twelve 
times earnings too much to pay for a stock in 1929, it 
follows that under the record low rates and correspond- 
ingly low investment yields of today a considerably 


higher price-earnings ratio is justified. Exactly how 
much more will depend, of course, upon individual indus- 
tries and companies: at no time can price-times-earnings 
ratios be operated by rule of thumb. However, it is to 
be noted that a financially strong and well-entrenched 
company is in a position to pay out practically all its 
earnings and that in such case anything in the neighbor- 
hood of twenty-times-earnings will still return the stock- 
holder roughly five per cent. Nor must it be thought 
under such an example that reserves are being neglected 
entirely, for the reported earnings will be after certain 
deductions for depreciation, depletion and the like. 

Neither actual earnings nor actual money rates are 
as important modifiers of price-times-earnings ratios as 
the outlook. To the majority the outlook in 1929 could 
hardly be improved upon: yet, they were led badly 
astray. To most people, however, “outlook” is a state 
of mind without regard to the existence or lack of sta- 
tistical basis. In 1929, business activity and corporate 
profits had been rising steadily, except for minor inter- 
mediate recessions, for some eight or nine years. The 
shortages of the war years had been made up: building, 
for example, began to top out in 1926. There was a 
pronounced evidence of credit strain. Contrast these 
conditions with those of today. Business activity and 
corporate profits have been rising at the most for four 
years. The shortages of homes is unmistakable. Like- 
wise unmistakable is the necessity for plant, railroad 
and rehabilitation generally. Credit is abundant—pos- 
sibly dangerously abundant—and is available at rates 
which are the lowest in the history of the world. More- 
over, on top of what might be termed a “nermal’’ re- 
covery from a great depression there is being imposed a 
world-wide armaments race with all its inflationary as- 
pects. The wild scramble for metal of all kinds is only 
the more spectacular part of a general scramble for 
goods. 

So clear is the outlook for increased business volume, 
whether or not it results finally in the disaster of a war 
or the almost equal disaster of an inflationary orgy of 
wild speculation, that there is ample justification for 
a liberal interpretation of the price-times-earnings rule. 
This. and the fact that investment funds glut the market, 
afford reason enough why the best of common stocks are 
such poor income producers at the present time. It is 
reason, too, for the equanimity with which stockholders 
view rapidly rising wage and other costs. The stock- 
holder sees his own ultimate profit assured and has no 
objection to sharing part of it with labor, feeling that 
only in this way can any semblance of soundness be 
given the situation. A boom with all the profits going 
to stockholders and speculators generally obviously will 
break faster and probably with more disastrous conse- 
quences than a boom in which everyone gets at least a 
glimpse of prosperity. 

With the understanding that there is nothing hard and 
fast about the application of (Please turn to page 713) 
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Where Rising Sales 
Point to Reeord Profits 


Furniture and Floor Covering Companies Experience 


Expanding Volume 


BY MARVIN L. SHERIDAN 


_ increases in consumers’ lines last year were led 
by the furniture and house furnishings group, which 
showed an advance ranging from 30 to 50 per cent over 
1935. This excellent showing will be reflected in the 
annual reports of companies in this field, the majority of 
which should be published in the near future. 

This year the industry, comprising the various furni- 
ture divisions as well as rugs, carpets, linoleum, draperies, 
electrical accessories, etc., is off to an impressive start, 
with late Department of Commerce reports showing it 
still in the lead among major best sellers in department 
stores. The furniture business in particular has shown 
excellent gains. December sales in this division rose 
contra-seasonally and were about 100 per cent ahead of 
those in December, 1935. Manufacturers wound up the 
year, moreover, with unfilled orders more than twice 
those of the 1935 year-end. 

Such orders, as well as the largest 1937 attendance 
at the furniture shows in 40 years, lend basis to the 
belief that this year’s furniture business will top the 
1936 figure of approximately $450,000,000. The total 
which authorities in the trade believe as quite likely 
to be attained with little difficulty this year is $575,- 
000,000 which would compare with the 1936 figure 
indicated above, with $200,000,000 in 1932 and with 
&800,000,000 in the headline year 1926. 


New Furnishings in Demand 


In other of the varied house furnishings divisions 
roughly similar situations prevail; the thought in virtu- 
ally all cases is not how to get more business but how 
to fill orders on time and care adequately for the in- 
quiries coming in. Rising activity in the field, in fact, 
presages some expansion of production facilities in 1937 
by a number of units. 

Improved public purchasing power, of course, repre- 
sents the primary backbone for anticipating considerably 
better earnings in the house furnishings industry this 
year over 1936. This includes both rural and city 
incomes. Figures of the Department of Labor show 
year-end factory employment back at 1929 levels. Fac- 
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tory payrolls likewise have shown sharp advances. 
December payrolls were up 20 per cent over those of 
12 months preceding and had re-attained the 1930 plane. 

Wage increases have come thick and fast in recent 
weeks. It is estimated that over 600,000 industrial work- 
ers were given raises in the latter part of February. 
Hourly pay rates in manufacturing industries now are 
about 10 per cent over the 1929 aggregates, even though 
weekly pay rates remain below. 

The upshot of these considerations can hardly be 
anything but an improved demand for house furnishings. 
Spending psychology is improved; long-repressed house- 
hold wants are being filled; family budgets can now stand 
the strain of replacing old out-moded or outworn house 
furnishings. 


More Active Building a Spur 


Moreover, as a normal accompaniment of better public 
purchasing power, the residential building wave is a 
very important force in stimulating house furnishings 
sales. Residential building in 1936 experienced an ad- 
vance of about 70 per cent over 1935, with many cities 
showing gains of more than 100 per cent. Surveys show 
that the accumulated housing shortage throughout the 
country has been lifted but little; comparisons with 
pre-depression records reveal that vacancies are on the 
average the lowest in 15 years, and indicate considerable 
pressure toward more building this year. 

Rents are rising rather rapidly, with indications that 
they will be advanced in major cities within the next 
few months around 10 per cent. As a matter of fact, 
rents are increasing faster than building costs, so that 
the inclination as between the two is favorable to new 
building. Nevertheless, reports indicate that sales of 
“second hand” residences have been unusually heavy 
within recent months. Demand for mortgage loans has 
picked up sharply. 

In reflection of these considerations, an advance in 
residential construction this year of around 60 per cent 
over 1936 does not seem unreasonable. This would mean 
building around 450,000 new homes in 1937, and the 
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possibilities for house furnishings companies in this 
respect are plainly evident. The past year has proved 
such construction has a psychological effect on the exist- 
ing home owner who, on seeing a new home going up in 
the neighborhood or along the way while driving back 
from work, gets the hankering to spruce up his own 
house. Some home owners consider such modernization, 
both inside and outside, imperative to maintain values 
in the face of heavy new construction. Enforced pur- 
chases of cheaper types of house furnishings during 
the depression, moreover, represent a spur to replace- 
ment as incomes improve. 


Types of Companies Benefiting 


A rather concentrated but strong stimulant to furni- 
. ture, carpetings, etc., will make itself felt soon in the 

preparations under way for the World’s Fair which is 
to be held in the suburbs of New York City in 1939. 
Hotels are planning to re-equip in many cases in an 
effort to attract and hold patronage during the expected 
lush period. 

Judging from foregoing factors and tendencies, com- 
panies catering to the furniture and house furnishings 
industries, should experience a substantial increase in 
earnings. Rising labor and material costs will tend to 
cut profit margin, but will for the most part, be passed 
along to the consumer. Among the corporations likely 
to benefit from the expected strong furniture and house 
furnishings demand this year are Armstrong Cork, 
Berkely & Gay, Bigelow-Sanford, Congoleum-Nairn, 
Florence Stove, Kalamazoo Stove, Mohawk Carpet 
Mills, Simmons Company and nearly all of the manu- 
facturers of household electrical appliances. 

Accompanying individual analyses cover five stocks 
selected not as likely to show the outstanding potential 
appreciation in the field, but as being among the con- 
servatively well situated ones certain to benefit from 
improved business in the industry. 





Armstrong Cork Company 


PRICE 68%, YIELD 2.91% PRICE RANGE (1937) 6934-591 
DIVIDEND $2 ($1 extra paid 1936) current annual basis. 


CAPITALIZATION 
CY A ee Pe See $8,700,000 
I or ce ca ets 1,209,124 Shares 


FINANCIAL CONDITION (As of Dec. 31, 1936) 


er ee Sig i) cs Ss acs ae ed soos elas eee $25,248,468 
ENS or oe ae amc neawehccusdtheSeee 4,237,929 
eee | ee 8,008,900 
EARNINGS 

Year Net Income Net Per Share 
EE ee Saar ES on ke $5,277,000 $4.51 
a ne ose eae akadchas ste eaaeae 3,435,000 2.84 
Te a a a ee ne ; 1,973,000 1.63 
RG ite es sackbn sxndekbes 2,387,000 1.97 
aati aS S's ache So is ie aS COS Sg Re wn 7,815,000 4.00 





The company is one of the largest manufacturers of 
linoleum and other types of floor covering in the world. 
It also makes low temperature insulation for refrigera- 
tors, insulating materials for buildings, gaskets, ete. Cork 
represents main raw material. 
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depression deficits but profits have shown good resili- 
ency, with income reaching the equivalent of $4.51 a 
share in 1936. Price changes and inventory adjust- 
ments were substantially influential in the losses during 
the depression, but these factors are working to the 
benefit of the company at the current stage of the 
business cycle. 

With respect to the Spanish Civil War, officials have 
stated that the major investments and earnings capa- 
city of the company would not be vitally affected no 
matter what the outcome of the conflict should be. 
Spain normally furnishes less than 30 per cent of the 
total world’s supply of cork, and the company appar- 
ently has not been handicapped in obtaining raw ma- 
terials for domestic manufacture. 

Since financial condition is strong, the company is 
likely to pursue a comparatively generous dividend policy 
as earnings justify. Record high earnings of last year 
should easily be exceeded in the present year. 





Bigelow-Sanford Carpet Co. 


PRICE 6514 YIELD 3.05% PRICE RANGE (1937) 6934-64 
DIVIDEND $2 ($2 extra paid 1936) current annual basis. 


CAPITALIZATION 


$6 Cumulative Preferred ($100-par). . 26,403 Shares 


ES SS ee ee ee eee ees 313,609 “ 
FINANCIAL CONDITION (As of Dec. 31, 1936) 
ee Cn ans plan weleeabas baeainee $17,677,028 
SN 3 bn SS ies cas sw ees a ote bape woman om 4,768,362 
Se ir aa le tls aie Sk Stak sks 686,695 
EARNINGS 
Year Net Income Net Per Share 
0 ae erm | $5.14 
Re ed tet er ee ey ier fe ei) 416,000 0.82 
PM ctskdwi ed eawndis pee tdee basen nwesaenes 173,009 0.05 
ER ESCEIT COPY PEPE. EC PE PEE STC Pee ee ior 1,141,000 3.12 
EL ee EEE TN EO ry Ly 1,854,000 6.86 





The company produces a complete line of soft sur- 
face floor coverings, including tapestries, velvet, Orien- 
tal rugs and related products. The organization spins 
and dyes worsteds in the production of rugs. The 
company has attained a leading position in the domestic 
carpet and rug field through development of its original 
lines and absorption of established organizations. Plants 
have a capacity of 15,000,000 yards annually. 

Earnings record has been highly irregular, reflecting 
inventory price changes and keen competition in the 
field. The company, however, is reputed to be one of 
the lowest cost producers in the industry. Strong repre- 
sentation in the Axminster field has had the effect of 
stabilizing earnings somewhat because of the relatively 
good demand for this lower priced product during de- 
pressed times. 

During the years of high prosperity before the depres- 
sion began the company adhered to a highly liberal 
dividend policy, and is situated at present well enough 
so that it should be able to pay out virtually all earn- 
ings in dividends. Earnings in 1936 were not far under 
the 1929 total and will show further expansion this 


vear, possibly to record high. 
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Kalamazoo Stove Company 


PRICE 43% YIELD 2.30% PRICE RANGE (1937) 46-4234 
DIVIDEND $1 ($1.75 extra paid 1936) current annual basis. 


CAPITALIZATION 
Spee I AE TID a oo os cc viewins s saide oa bicawaes oiceaie 


FINANCIAL CONDITION (As of Sept. 30, 1936) 


300,000 Shares 


Current Assets........... ST ee ee Seen eee ee eee $4,816,688 

Current Liabilities 860,422 

Cash... 551,607 
EARNINGS 

Year Net Income Net Per Share 

1936 ‘ er URES Savstaaoaenaee $4.00** 

1935 ‘ . sa ; ‘ $785,347 2.62* 

1934 : 438,127 1.46* 

1933 See Ie Oe I eae 210,411 2.56 

1929 erence ats 687,463 8.76 


"Basis present capitalization. **Estimated. 





This company produces and sells direct to consumers 
an extensive line of coal, wood and gas heating stoves, 
ranges. furnaces and heating equipment. The major 
part of sales are made in agricultural regions and small 
towns, mail orders through the medium of a catalog, 
being very prominent in the obtainment of this business. 
A small part of the company’s business consists of sell- 
ing washing machines, brooder stoves and oil stoves 
manufactured by others. Most sales activity is on an 
installment. 

Earnings have shown rapid expansion since 1932, 
net income in 1935 being about 300 per cent above 
1933. With over 150 branch stores located in the central 
and eastern parts of the United States, the company 
obviously benefits quickly from improvement in public 
purchasing power; earnings are believed to have shown 
sharp expansion in 1936, with the actual report of 
income due to be published soon. 

The organization’s financial condition is excellent, and 
in reflection of a good cash position and comparatively 
small current liabilities, recent dividend payments have 
been substantial. A considerable expansion of the com- 
pany’s business seems logical this vear; apparently the 
largest part of improved earnings will be paid out to 
stock holders. 





McGraw Electric Company 


PRICE 421% YIELD 4.70% PRICE RANGE (1937) 44-4034 
DIVIDEND $2 ($1.50 extra paid 1936) current annual basis. 


CAPITALIZATION 
Capital Stock ($5 par) 


FINANCIAL CONDITION (As of June 30, 1936) 


236,396 Shares 


SE Seti Sra i eo my Ae ee $1,940,273 

MUNN 6 oot, i7ho 28 vine 3, idan wineeniemeheusreaca 256,301 

ee ; 863,960 
EARNINGS 

Year Net Income Net Per Share 

cio Feds ta eg iv ca aoe RIS Os BS BOR oe $874,612 $3.70 

1 SOAS SEO Oa ans 614,369 2.60 ° 

RE ep ote hoa ae wcrb Sayan Sib DME IOUS he 502,950 2.13 

SE Aeris oa tie nley tra aia niche ew avec 105,550 0.45 

MOD ee ere tt eens eh rah sve aids FIO Rw Neos 1,013,059 4.05 


“12 mos. ended 9/30/36. 
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The company manufactures and sells electrical equip- 
ment and appliances for use in the home. Products 
include automatic electric toasters sold under the name 
“Toastmaster,” waffle irons, lamps, electrically heated 
food containers and other electrical appliances. 

Quickly sensitive to better public incomes, this com- 
pany’s profits have expanded from $105,550 in 1933 to 
$874,612 for the year ended September 30, 1936. Demand 
for household electrical appliances has been extremely 
keen this year, with many in the trade openly fore- 
casting that 1937 will break all preceding sales records. 
Aside from the benefits likely to be derived from the 
building and remodeling activity expected for this 
year, the company is experiencing the special benefits 
from the fundamentally long term growing industry 
which household electrical equipment is considered to be. 

With cash customarily two or three times total cur- 
rent liabilities, and working capital requirements easily 
cared for, it has been a simple matter to maintain a 
comparatively high level of dividend payments. Out- 
look in this respect is excellent. 





Simmons Company 


PRICE 521% YIELD 5.75% PRICE RANGE (1937) 554-444 
DIVIDEND $3 current annual basis. 


CAPITALIZATION 
UENO scars ii Sitocsoi0 anoles tlesleaewasieieeeremere $6,600,000 


COMBE HOCH CNG DON ooo. askic ns ode ew aadecisieeesiey eetaaa 1,133,236 Shares 
FINANCIAL CONDITION (As of Dec. 31, 1935) 


ee re eee eee Ae ee $13,880,000 
UNI MLRMNUIINIED 35.5 6.056;4-0-dse ne 0se-aw hw 8.6 9b. Horse are ae ee 2,617,000 

NE Sein. 09 kha bucked GREE GS he ORE KAR S whe Ese Retain 4,495,000 

EARNINGS 

Year Net Income Net Per Share 
Me ow ddaGadsyedeismndesnsaadsene ene $4,046,000 $3.57 

I Ss fro 5 ih Bose Fo bij hcdcecbran eigea: oe DHEA DS 1,291,000 1.14 
oe ee en Tene Perr eeer d949,000 d0.84 

i he I CSS Led Sma ON See een maaeares 51,000 0.04 
tReet 4,627,000 4.15 





The company is the leading corporation producing 
metal beds, mattresses and bed springs; couches and 
other bedroom equipment represent a smaller but im- 
portant part of the company’s output. Trade names are 
“Beautyrest,” “Ace,” “Deepsleep” and “Slumber King.” 

Simmons’ depression record is decidedly poor, but 
was accentuated by an aggressive expansion program 
near the prosperity peak of 1929. Unprofitable proper- 
ties subsequently have been written off, (the Berkey & 
Gay Furniture Co., former subsidiary, was sold) and 
the company has re-confined its activities to beds and 
related products upon which its original success was 
based. The excellent demand for furniture of the 
higher quality type has permitted the company to regain 
a good part of its former earning power. 

Expenses arising from sale and writing down of 
properties did not materially weaken the company’s 
financial condition; on the basis of its strength, as well 
as the sharp pickup in earnings and the good prospect, 
dividends were resumed last year. With its internal 
readjustments completed, a substantial total of future 
dividends is indicated, as warranted by earnings. 
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Rising Copper Prices 


Are Boosting Company Earnings 


Even High Cost Producers Will Show Profits 


ex O.-B. 


evn has broken through its bonds. At 15c it is 
higher than at any time in the past seven years. Forced 
to follow the bidding in the London market, copper sold 
here at 15c during the last week in February. There is, 
of course, talk of further mark-ups, possibly to 20c. 
Naturally, if the metal encounters a market which is 
intent upon delivery, regardless of price, the price is 
going up. But when and how far? 

It has been so short a time since copper tried to 
break through 10c, October 21, 1936, and was held 
down by our producers that it is quite fair to try to 
get at some estimate of what this upward spurt means 
to copper shares. 


BURTON 


of the smaller companies whose operations are not so 
complicated do publish their cost figures. For 1936, 
Magma reported a cost of 5.62c; for 1934, 5.73c. Calu- 
met & Hecla’s 1935 output of 45 million pounds aver- 
aged around 5.85c. 

Anaconda’s widespread operations, carried as a whole 
in the company’s annual reports, include Chile, Greene 
Cananea, Andes, International Smelting & Refining, 
American Brass, Anaconda Wire & Cable. One can 
make fairly close estimates as to Chile’s cost—working 
at capacity, it will not be far either way from 4c per 
pound. Andes costs are somewhat higher. Greene 

Cananea has precious metal 





Anaconda has 8,674,338 
shares of common stock, 
its total (foreign and do- 
mestic) copper production 
for 1935, including all sub- 


sidiaries, was 517,943,873 init 

pounds. Without going in- Annual 
to the matter of costs, or Company Production 
. 4 : a 200,000,000 
any increase in output (the  Celumet a Hecla........... 60,000,000 
comparative figure in 1928  Kennecott................. 300,000,000 
"090 Magma Ebiard = b: die '> bis-9/e.5 eee 32,000,000 
was 766,702,610 pounds) 35,000,000 
and, disregarding volume Phelps Dodge............. 240,000,000 


in custom and toll ores 


How Earnings of Leading Producers Are 
Affected by Price Advances 


values in part of the mine 
that would bring copper 
costs down to almost noth- 
ing. Categorical figures for 
each of these properties are 
not to be had. 


Advance Advance Kennecott’s position 1s 
Shaves yd vs pretty much the same: the 
8,674,338 .24 1.20 are ; 
2,005,502 30 1.50 company’s reports cover 
10,773,486 — .28 1.40 the old property in Alaska 
— co vse —the original Kennecott— 
747,116.48 2.40 : 5 ‘ 
5,048,982 48 2.40 Utah, Nevada  Consoli- 
dated, Ray, Chino and 





treated, each cent advance 
in price would equal 
(circa) 60c per share, five cents would be $3 per 
share. On a like basis Kennecott would better its per 
share gross income by (circa) 45c per share for each 
penny advance or $2.25 per share on the full 5c upward 
swing. 

Taking domestic output only, and annual production 
in round figures (which we may anticipate will be in- 
creased in 1937) we can arrive at the approximate 
resultant gross profits per share due to price advances, 
as shown in the accompanying table. 

These additions can be largely figured as additions 
to net profits. 

Naturally, we turn to the question of costs, but the 
cost of copper per pound is a figure that is lost in the 
accounting of the larger companies, with one or more 
fabricating units, as in the case of Anaconda, Phelps- 
Dodge, and Kennecott, among those enumerated. Some 
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Braden in South America. 
It is plain that per pound 
costs are very much of a cost accountant’s problem. 
Utah is said to have reached a basis of 4c in its cost 
and Braden is ranked as a low cost producer but no 
figure is obtainable. 

The chief interest in these estimated costs arises in 
regard to the African mines just now coming into pro- 
duction and seeking to add to output, especially now, 
that all measures of restriction have been removed. 
There has been a question as to Northern Rhodesian 
mines being able to turn out copper so quickly and so 
cheaply that the present advance in price might be 
only the signal for flooding the market. 

No one would minimize the importance of the African 
properties; on the other hand there seems to have been 
a tendency to exaggerate, perhaps due to distance. 
Now, the British authorities give the Northern Rho- 
desian mines credit for ore reserves of 20 million tons 
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of copper, the ore is of high 





grade copper content; the 
problems are transporta- 
tion, labor, and water un- 
derground. Engineers have 
had their hands full in the 
early days of development 
in Rhodesia. 

We may compare Chile, 
turning out electrolytic 
copper in one process, with 
ore reserves containing 35 
million tons of copper, 
mined by open-cut, steam 
shovels instead of drillers 
and muckers underground. 29 

Not so long ago, the mine 
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manager at Chile stated 
publicly that given six 
months to get underway, he would agree to turn out 
700 million pounds from Chile in a twelve month; 350 
thousand short tons. Last year’s output in Rhodesia 
was 145 thousand tons; London authorities reckon the 
cost at 5c per pound. In view of these figures, it does 
not appear that African copper is apt to steal the market. 

There is one faint shadow which falls across the 
upward path. It is barely possible that copper might 
be included among the items to be enumerated in the 
forthcoming neutrality measure, now under discussion. 
It is difficult to see our producers abandoning the mar- 
ket to foreign competitors and our metal marked con- 
traband before it is even off-shore. Yet it is a con- 
tingency to be borne in mind, even while the market 
keeps on climbing. 

Discussing the upward trend or flight of copper prices, 
producers are wont to assert that there is plenty of 
copper, but admit also that an unusual 
proportion has been taken by specu- 
lative interests, upsetting, to some ex- 
tent. the normal flow from refinery to 
consumer. There is a notable tendency 
to hoard copper abroad, even bevond 
the heavy consumption requirements 
of the record breaking armament race 
in which the nations of the world have 
engaged. As these plans have been 
announced, it was inevitable that vari- 
ous pre-essential items. copper being 
one, should respond in price movement. 

This is not to say, by any means. 
that armament demand is the only 
factor. There is a huge backlog in the 
field of copper uses, both at home and 
abroad, ordinary requirements have 
been drastically held in check for vears. 
It is not worth while to here labor the 
point as to the utilities and miscella- 
neous electrical uses. It is recognized 
on all sides that, over a very consid- 
erable period of time, demand from 
these sources will eventually be some- 
what abnormal. 

It is true, now, just as it was in 
1928, when consumers see stocks de- 
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cline, they begin to consider the time lag unavoidable 
before production can reverse the trend and they begin 
to bid one against another for copper. 

What has taken place and is taking place bears out 
what was said in these columns last September that 
copper metal was then too low; that it was too low 
around its then price of 9°4c to 9%c, even if armament 
demand were eliminated. It now appears that our 
prognosis was correct, and. also, that armament demand 
piled on top of the situation as we then described it, 
has again demonstrated that copper as a “key” factor 
in so many other industries is not subject to producer 
control. 

It may be taken for granted that so far as the pro- 
ducers are concerned and in the interest of good mining 
technique, they would much prefer to work up to greater 
volume, keep deliveries in (Please turn to page 720) 





Newly refined copper ingots ready for shipping. 








How to Profit by New Inventions 


BY MALCOLM McDONALD 


; Vn an old saying that a company’s 
no good until after the third reorganization. 
Although obviously not to be taken liter- 
ally, like many another such remark this 
has its grain of truth. There is hardly a 
railroad system in the United States that 
has not at one time or another passed 
through the wringer. Think of all the 
big industrial corporations that have 
achieved their present eminence only after 
more or less drastic reorganization, some- 
times undertaken voluntarily, sometimes 
with the protection of the courts. All of 
which leads up to the fact that the chances 
of a new and untried enterprise being suc- 
cessful in its original form are exceedingly 
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slim. Courtesy General Electric Co. 


There was a study made not long ago 
by a mining statistician on the proportion of those 
investing in new Canadian mining ventures who re- 
ceived their money back, or more. We quote from 
memory, but it seems that over the past few years, 
which has been a time of rapidly mounting prosperity 
for all kinds of metal companies, some such proportion 
as one investor in forty got as much as, or more than, 
his money back. A similarly high mortality rate un- 
doubtedly could be shown for new manufacturing com- 
panies. Yet there is money made in new things. The 
only trouble with the ideas of those who believe that 
they can get some of it by being on the ground floor 
is that most of the money in new developments is 
garnered by the old-established and financially strong 
company. With some few exceptions, it is only such a 
company that can stand the expense of introduction, 
the expense of ironing out production difficulties, the 
expense of finding a market, the expense of fighting 
the patent suits that are almost certain to spring up 
if the thing happens to be a new invention. 

In the past there have been, of course, men who, 
inadequately supplied with capital, have made sensa- 
tional successes of some new idea. As the economic 


696 


system becomes more complicated the number who 
manage to do this probably grows constantly smaller. 
No longer are new products and processes the result of 
an individual’s sudden inspiration and development, 
rather are they the result of methodical research—re- 
search carried on day in and day out with intricate and 
costly apparatus. This usually requires so much money 
that only a rich corporation is in a position to pursue 
such a course. 

Of the sensationally profitable developments of the 
past decade or two, most of them are in the hands of 
a big corporation and have been brought to their profit- 
able state by that corporation. There is du Pont’s Cello- 
phane, the demand for which entered its present uni- 
versal phase when the R. J. Reynolds Tobacco Co. de- 
cided to give Camels the jump on their competitors 
early in the last depression. Nowadays everything imag- 
inable seems to be wrapped in Cellophane, with Old 
Golds going the other cigarette manufacturers one bet- 
ter by being doubly wrapped. 

The petroleum industry has been a prolific field for new 
processes, but so far as one knows the most important 
of them are in the hands of big units. Hydrogenation, 
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for example, was developed by Standard Oil (New 
Jersey) jointly with I. G. Farbenindustrie and the for- 
mer holds a substantial interest in the company which 
was formed to hold the patent rights to the new process 
| jn this country. By breaking down the molecular struc- 
* ture of the heavier and less desirable hydro-carbons, 
inducing the carbon atoms to take on additional hydro- 
gen atoms, hydrogenation permits the recovery of a 
larger proportion of the more-needed petroleum deriva- 
tives such as gasoline. Polymerization, developed later 
by the Phillips Petroleum Co., is a somewhat similar 
process except that here, instead of the heavier hydro- 
carbons being changed to a lighter kind, those that are 
overly light are made heavy. This permits the produc- 
tion of gasoline from natural and refinery gases. Both 
hydrogenation and polymerization have enormous po- 
tentialities, but they were never potentialities in which 
a stake could be obtained by investing in a_ small 
company. 

Or, take the tremendous progress made in alloys over 
the past few years. It is the big, or at any rate fairly 
big, companies that are currently reaping the lion’s 
share of the profits from this field. It is the Republic, 
Crucible and Allegheny steels, the Union Carbide & 
Carbons that are making the money available in ferro- 
alloys today: not some individual, or some small com- 
pany formed to exploit a single phase of this rapidly 
growing business. In the field of non-ferrous alloys it 
is the International Nickels and Anaconda Coppers that 
take the lead. 

Additional examples are countless. When something 
new comes out in the electrical industry, General Elec- 
tric or Westinghouse either bring it out themselves or 
rapidly acquire dominant positions as manufacturers 
| of the new product if it promises volume business and 
' is not merely a specialty. It is true that in domestic 
electric refrigeration the big companies have left room 
for smaller units to operate successfully, but this does 
not alter the fact that had a man bought stock in one 
of the big electrical equipments he has probably re- 
ceived as large a share of re- 
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ho frigerator profits as he would 
mn have received had he bought 
of stock in a company which was 
nt, exclusively in the business. 

net If the experience of the past 
a2 shows so clearly that the safest 


y way to profit from new inven- 
tions of things and processes is 
through an already well-estab- 
lished medium, it would seem 
of that whenever the investor’s 


t- imagination is particularly 
- aroused by something new the 
ue wisest course would be to look 
z around and see whether or not 


some large corporation is not 
B likely to be a_ participant. 


public has sunk one way and another, a huge sum of 
money into television already and it is still a long way 
from being a commercial success. We venture to say that 
when, as, and if, home movies, the broadcasting of 
outdoor sporting events and the like make money, the 
stockholder in the Radio Corp. of America, or possibly 
the American Telephone & Telegraph Co. will fare as 
well as any other section of the general public. 

Building is another field in which there are possibili- 
ties of profits in new developments. Here, there are a 
number of different phases—air-conditioning, different 
and wider uses of old materials, entirely new materials. 
No one can fail to see a future for air-conditioning: 
commercial installations are growing rapidly as more 
and more theaters, stores and factories recognize the 
advantages of constant temperature and humidity. In 
other words, air-conditioning has arrived. It will not, 
however, be the source of any fabulous profits until it 
approaches the category of the automobile and the 
ordinary middle class household can afford to make an 
installation and maintain it. When this happy time 
arrives it will be in all probability from American Radia- 
tor, Nash-Kelvinator, the big electrical equipments or 
the big automobile companies that the average man will 
make his purchase. 

New and wider uses of old materials in building in- 
clude the steel house, the concrete house, greater use 
of insulating materials, additional applications of copper 
and stainless steel. So far as new materials for building 
is concerned, the list is a long one. It might well start 
off with a dozen different kinds of board for partitions 
and insulation. Then there is aluminum foil for insula- 
tion, new gypsum tiles, glass blocks, double-paned win- 
dows with a vacuum between and a dozen kinds of 
radically different paints and finishes. For the most part. 
of course, it is established companies which are feeling 
the greatest benefits from the increased applications of 
old building materials and, with few exceptions, it is 
the same kind of established company that has a strangle 
hold on the new materials. (Please turn to page 722) 





id There are at the present time 
t- a number of fields in which 
people generally see, or imagine 
i they see, large profits at some Courtesy Dupont de Nemours. 
; future date. Television, for ex- Lucite, du Pont's new plastic, at left, compared to quartz crystal for refractive qualities. 
, ample, is one of them. The This demonstration shows possibility of use as a substitute for crystal in many lines. 
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What's Wrong With the Can Stocks 


Are New Factors in the Industry Properly Appraised? 


BY M. V. CARSTAIRS 


- year American Can sold as high as $137.50 a 
share, Continental Can at $87.25 and McKeesport Tin 
Plate at $118.50. Today, it is possible to buy American 
Can for about $107 a share; Continental Can is quoted 
at about $62—ex-rights to subscribe to new stock, one 
for fifteen at $60 a share; while the stock of McKeesport 
Tin Plate has a current market value of $87. These are 
all strongly entrenched companies and are to be found 
in many portfolios as investments. It is, however, quite 
evident from the fact that they have declined quite 
drastically during a time when representative stock 
averages were going into new high ground that their 
attractions are not rated as they once were. 

While there are valid reasons for the can companies’ 
loss of favor, the extent of the pessimism is hardly 
justified by any concrete developments. American 
Can’s net income of $17,226,845 for 1936 was equivalent 
to $5.80 a share of common stock, or only three cents 
a share under the profit reported for 1935. Continental 
Can reported earnings equal to $3.17 a share last year, 
compared with $4.21 a share for 1935. The difference, 
however, is less pronounced if consideration is given 
to the fact that there were almost two hundred thousand 
shares more outstanding at the end 


drastic. In other words, there springs up a tendency 
to discount still lower earnings. In some cases, this will 
prove a justified attitude; in others not. Let us examine 
the factors that have adversely affected the can stocks 
and see whether the pendulum has swung too tnuch 
the other way. 

The market takes into consideration two adverse 
developments in connection with the can companies. 
The first, and probably the less important from a long 
range standpoint, is the Robinson-Patman Act which 
restricts discounts paid large buyers to the actual say- 
ings in cost. This Act, which became effective in the 
middle of last year, or before the peak of the canning 
season, necessitated the re-writing of contracts with the 
result that small buyers of cans obtained lower prices 
and large buyers paid slightly higher prices. The net 
effect to the can companies was moderately reduced 
prices over their whole line, and consequently some 
restriction in the margin of profit. 

It would seem, however, that the reduction in can 
company earnings brought about by the provisions of 
the Robinson-Patman Act were not a continuing deter- 
rent to profit possibilities. Having once made new 
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of the later period. McKeesport’s 
earnings last year were equivalent to | 
$5.90 a share of common stock, against | 
$7.11 a share in 1935. Of course, in 
every case this represents some decline (ff , 
in earning power; on the other hand, 
the stockholders in each of these com- 
panies received last year as much or 
more in dividends as they received in 
1935. 

Apparently the stocks of the can 
companies are among the victims of a 
curious phenomenon, quite general in 
the present market: stocks can sell at 
thirty-five to fifty times earnings to 
yield less than two per cent, but so 
long as their earning power shows 
even modest gains they will move hap- 
pily along to new high levels. The 
thing works just as fast in reverse, 
however: if the modest gains in earn- 
ing power are not forthcoming, the 
decline which immediately sets in has 
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contracts and distributed refunds to ac- 
cord with the new law, there is no appar- 
ent reason why the matter should not end 
here. There is, of course, the possibility 
that the fuller interpretation of the new 
law will necessitate further adjustments, 
but it can be presumed that competent 
legal opinion has been had by the can 
companies and to look for further adverse 
adjustments would seem to be borrowing 
trouble. 

The second adverse development with 
which the can companies have to contend 
is the growing competition from other 
sources. There have always been many 
small manufacturers of cans, but they were 
never a serious threat to the dominance 
of the “big three.” Quite recently, how- 
ever, large and aggressively-managed or- 
ganizations have started a serious attack 
on the profitable, virtual monopoly in the 
can field. The Owens-Illinois Glass Co. 
is acquiring rapidly a stake in cans. A 
number of small units have been pur- 
chased and can manufacturing facilities 
expanded. 

The entry of Crown Cork & Seal into 
can manufacturing possibly has been even 
more aggressive than that of Owens-Illi- 
nois. Starting early in 1936 with the ac- 
quisition of the Acme Can Co. for the sum 
of $650,000, this small subsidiary had ex- 
pended, or contracted to spend, on expan- 
sion more than $6,000,000. Cans are being 
made already at the new plant in Philadelphia and, 
somewhat less ambitiously, at Houston, Texas. 

So far, the direct competitive effects of what has been 
done by Owens-Illinois and Crown Cork on the business 
of American Can, Continental Can and McKeesport’s 
National Can have been of no great moment. The 
president of the American Can Co. at the recently held 
annual meeting said that Crown Cork had taken about 
$750,000 worth of business from his company in the 
Philadelphia and Baltimore areas and that it might take 
$500,000 more. In view of the fact that American Can’s 
sales last year were nearly $185,000,000, it may be held 
that the Crown Cork competition is not as yet a serious 
matter—and this, despite the fact that Crown Cork has 
disrupted a peaceful price situation of long duration by 
quoting a base price 714 per cent under that of the 
established companies. 

When appraising the possible effects of competition in 
the manufacture of cans it is necessary to take into ac- 
count that the market is a growing one. There is the 
long-term tendency for things packed in cans to increase 
with the growth in population—a tendency temporarily 
enhanced at the present time by the disposition of 
people to lay in stocks of goods either because of war 
threats or because rising prices are feared. Over and 
above these factors making an increased demand for 
cans, there is the fact that new things are being packed 
in cans. Not long ago motor oil was first sold in cans 
and “packaged” oil now accounts for a big proportion of 
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Courtesy of Union Oil Co. of Calif. 






Automatic machinery filling and sealing cans of motor oil 


lubrication sales. The recently developed container for 
beer, a division of the business which has grown sensa- 
tionally, is another excellent example of the dynamically 
expanding market. The latter may well be but a step to 
soft drinks in cans. 

The second reason why the established can com- 
panies may be slower to feel competition than is gener- 
ally supposed is that there is a contractual and service 
situation in the field. The can companies make ma- 
chinery, tools and equipment generally which is em- 
ployed by the canner. There are instances where the 
equipment is leased for as long as ten years. To make 
a serious dent in contractual and service relationships 
of this kind is never easy. At the best—or worst, de- 
pending on the viewpoint—it is a matter that takes 
time. 

Up to this point the present discussion has concerned 
itself with the possible effects upon the old-established 
can companies of new-comers entering the field. While 
it is the popular conception that the American, Conti- 
nental and National Can companies will continue their 
recognized business until such time as they lose part of 
it to others, nothing can be cited in fact to support such 
spinelessness. On the contrary, there is every indica- 
tion that the container war, if it is to be a war, will be 
a general one. American Can already is well into the 
paper container field and may be turning out two mil- 
lion or more units a week before the current year ends. 
It has been rumored that (Please turn to page 716) 
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Fertilizer Prospects Brighten 


As the fertilizer industry ap- 
proaches its active selling season, it 
appears likely that the industry will 
not only have the benefit of a larger 
demand but prices stabilized at lev- 
els somewhat higher than a year ago. 
Of these two factors the former is 
the more assured, while the latter 
must remain subject to some uncer- 
tainty in the light of the numerous 
price wars which have frequently 
occured in the past. Demand this 
year will be aided by the removal of 
crop restrictions and the further sub- 
stantial increase in farm purchasing 
power last year. Apparently en- 
‘couraged by the current outlook, 
American Agricultural Chemical re- 
cently declared a quarterly dividend 
of $1 as compared with 75 ceuts 
previously paid. 


North American Revamps 
Subsidiary 


The recent action of North 
American Co., one of the largest 
public utility holding units, in regis- 
tering with the Securities Exchange 
Commission, after steadfastly refus- 
ing to do so since the passage of the 
Public Utility Act of 1935, was the 
prelude to what promises to be a 
series of recapitalizations and _ re- 
funding operations within the com- 
pany’s system. The first of such 
plans has been announced by the 
Illinois Power & Light Corp., a sub- 
sidiary. All of the company’s 443,- 
500 shares of $6 preferred and 40,000 
shares of 6% preferred will be re- 
classified by issuing holders one 
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share of new 5% convertible pre- 
ferred of $50 par, one share of new 
common and a dividend arrears 
certificate having a face value of 
$24. The new preferred will be con- 
vertible into two shares of common, 
while the dividend arrears certificate 
will enable holders to purchase a 
share of common at $24. Holders of 
the old common will receive one 
share of new for each two held. 
Potentially, therefore, the common 
may be the only class of stock out- 
standing. Further simplification of 
subsidiary capital structures and 
refunding of high coupon bonds may 
well have an appreciable effect upon 
North American’s equity in earn- 
ings. 





Tax on Undistributed Profits Has 
Continuing Effects 


To many, the flood of dividends 
paid last December, because of the 
tax on undistributed profits, was the 
end of the matter until another year 
should roll around. Yet, while un- 
doubtedly we shall have to wait un- 
til the end of 1937 before the divi- 
dend tide reaches flood stage again. 
there are companies whose fiscal 
year is not the same as the calendar 
year which are declaring extra divi- 
dends now in order to escape the tax 
on their undistributed profits. For 
example, only the other day Lehman 
Corp. whose fiscal year ends June 30 
declared the regular quarterly divi- 
dend of 75 cents and a special divi- 
dend of $4.25. As the public gen- 
erally is not expecting extra divi- 
dends at this time of year, any that 
are paid may agreeably surprise the 
market. 





Bethlehem Steel 5% Preferred 


Offering a yield of better than 5%, 
at recent levels around 1914, Bethle- 
hem Steel 5% preferred—$20 par— 
should appeal to investors seeking a 
fairly sound income producing issue. 
The shares were issued about a year 
ago to holders of the company’s 7% 
preferred stock in lieu of accumnu- 
lated dividends on the latter issue, 
and rank equally with the older 
issue with respect to assets and divi- 
dends. Last year Bethlehem re- 
ported net income sufficient to cover 
dividends on both issues of preferred 
stock about 1.8 times and from pres- 
ent indications current earnings will 
provide a considerably wider mar- 
gin of coverage. The company’s 
earnings are, of course, subject to 
wide fluctuations and the shares per- 
haps are not the type of issue which 
can be held safely year in and year 
out. In the present setting, how- 
ever, they have obvious inducements 
as an income medium. 


Full Steam Ahead 


The extent to which it is possible 
for corporate fortunes to change 
curing the short space of a single 
year is exemplified by the experience 
of American Locomotive Co. Last 
year for the first time in six years 
the company’s operations were on 
a profitable basis. Net of $1,156,657 
compared with a loss of nearly 
$1,500,000 in 1935. Of greater signi- 
cance, however, was the marked 
gain in the volume of _ business 
booked last year, particularly in the 
closing months. The company en- 
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tered the current year 
with unfilled orders total- 
ing nearly $21,500,000 as 
compared with orders of 
$4,263,000 at the begin- 
ning of 1936—and the 
general belief is that the 
revival in the railway 
equipment industry has 
only barely started. 








Southern Carriers 


Among the railroads 
which scored the most con- 
spicuous gains in net in- 
come last year are included 
nearly all of the principal 
systems serving the South 
—Illinois Central, South- 








Monsanto Chemical. 


Developments in Companies Recently Discussed 


Atlas Plywood. January and February were 


two of the best months in the company's 
history. Orders on hand are sufficient to 
assure capacity operations through the 
month of May. Estimates place earnings 
in the first quarter at $1 a share. 


Company's annual re- 
port disclosed a gain of nearly 17% in 
sales Jast year. Net profit was equal to 
$4.01 a share as compared with $3.84 in 
1935. Outstanding stock increased 115,286 
shares to 1,114,409. The diversity of the 
company's products is revealed by the fact 
that no single product contributed more 
than 5% of total sales, whereas in 1929 
no product accounted for more than 10% 


American Metal. 


Paramount Pictures. 


ern Railway, Atlantic Coast 
Line and Louisville & 
F Nashville. This is more 
than a coincidence. These 
roads are benefitting from 
the widespread industrial 
expansion which has been 
going on in the South and 
whereas formerly the traf- 
fic over these roads was 
largely determined by the 
size of cotton and citrus 
crops and the movement 
of such commodities as 
coal and lumber, the build- 
ing of large chemical, steel, 
paper and textile plants in 
the South during the re- 
cent past has had the ef- 
fect of greatly enlarging 
the diversity of freight 
traffic. It is a safe con- 
clusion that this trend will 
be further extended in the 
months ahead and may 
well produce some excep- 
tional earnings results. 


Ludium Steel. 
$1,041,245 as 
Applied to 496,437 
stock, 
comparing with $1.67 a share on 204,893 
shares in 1935. 


Crane Co. 
000 in sales last year, company reported a 
profit of $5,802,170, and the equivalent of 
$2.04 a share on the common stock. 
in 1935 amounted to $1,442,637 and earn- 
ings on the common were equal to 18 cents 
a share. 


U. S. Gypsum. 
to $352,000 as compared with $92,000 in 
the same month a year ago. 
first two months of this year registered 
an increase of 75%. 
of present indications, expect a 40% in- 
crease in building activity this year. 


Bridgeport Brass. 
year exceeded earlier expectations. Net 
of $1,076,201 was equal to $1.46 a share 
on the capital stock. 


of sales. 


Net profit last year totaled 
compared with $637,729. 
shares of common 
net was equal to $1.95 a share, 


Reflecting an increase of $20,000,- 


Net 


Profits in January amounted 
Sales in the 


Officials, on the basis 


Company's profits last 


In the previous year 


Barnsdall Oil. 


Cooper-Bessemer. 


Radio Corp. 


profits were equal to $1.12 a share on a 
smaller amount of stock outstanding. 


Responding to a substan- 
tially larger demand for non-ferrous metals 
at rising prices, profits of American Metal 
increased more than 100% last year. Net 
available for the common stock was equiva- 
lent to $1.08 a share, comparing with 33 
cents a share earned in 1935. 


Company estimates 
profits for the quarter ending January 2, 
last, at about $3,700,000, which would be 
equal to about $1.72 a share on the com- 
mon stock after allowing for interest and 
dividends on both classes of preferred 
stock. All arrears on the 2nd preferred 
were recently discharged, while back divi- 
dends were paid in full on the Ist pre- 
ferred last December. 


Company's earnings last year 
were in line with earlier estimates. Pro- 
duction increased 36% and with the 
benefit of higher prices net profit totaled 
$2,262,544 as compared with $741,136 in 
1935. Applied to the stock these amounts 
were equal to $1 and 34 cents a share, 
respectively. 


Sales increased more 
than 125% last year and unfilled orders at 
the end of 1936 amounted $2,128,905 as 
compared with less than $500,000 at the 
end of 1935. Recently the company re- 
ceived orders for five Diesel switching 
locomotives and two 1,600 h.p. power 
plants from the Ford Motor Co. 


Company's annual report re- 
veals that television field tests have been 
successful and at the same time stresses 
the need for considerable further experi- 
mentation. Earnings equal to 20 cents a 
share on the common last year were in 
line with previous estimates. 





Further Gains Seen for 
General Electric 

General Electric’s report for last 
year was the best since 1930. Net 
income amounted to $43,947,000 
after depreciation, interest and 
taxes, or the equivalent of $1.52 a 
share on 28,845,927 shares of com- 
mon stock outstanding. For 1935 
General Electric’s earnings were 
equal to only 97 cents a share of 
common. The good showing for last 
year was emphasized by the declara- 
tion of a 40-cent dividend: the quar- 
terly payments previously had been 
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25 cents, augmented by a 50-cent 
extra at the yearend. Billings in the 
first two months of the present year 
totalled some $45,000,000, an in- 
crease of 39% over those of the cor- 
responding previous period. Orders 
received during the first two months 
of this year amounted to $64,000,- 
000, or more than those received in 
the first three months of 1935. That 
sales billed are lagging behind orders 
received indicates a larger propor- 
tion of business in the “heavy” divi- 
sion of the business, for it is in big 
generators and the like that time 


must necessarily elapse between the 
receipt of the order and the delivery 
of the goods. This is a development 
which is strongly favorable. It may 
well be merely the start of a real 
revival in the end of the electrical 
equipment industry which has been 
among the laggards in the general 
trend of recovery. 

With both the “light” and “heavy” 
divisions active, the General Electric 
Company would appear to be assured 
of good profits regardless of increased 
wages and other costs. 

(Please turn to page 728) 











The Break-Up Value of 
Utility Holding Companies 


How Will the Investor Fare? 


BY FRANCIS C. FULLERTON 


1. all of the wide public discussion over the proposed 
New Deal for the Supreme Court, there are few holding 
a more vital interest in the outcome of the proposed 
judiciary reshuffling than individual and institutional 
holders of the equity issues of the public utility holding 
companies. Since the late summer of 1935, when the 
74th Congress passed the Public Util- 


During the year and a half since passage of the utility 
act, less and less of the cry of “ruin” has been heard and 
the market generally appears to have accepted the ver- 
dict of Congress stoically. True, neither the securities of 
operating companies or holding companies have exhibited 
any impressive buoyancy and as a group they have 
lagged behind the recovery in other 
sections of the market. Since the re- 





ity Act, these interested parties have 
been heartened by printed and widely 
circulated opinion of eminent counsel 
that the Utility Act is unconstitu- 
tional and probably will not pass the 
High Court. The preliminary legal 
skirmishes have long since gotten 
under way but have not reached any 
conclusive stage. 

In the meantime, the Securities 
and Exchange Commission, delegated 
with the responsibility of administrat- 
ing the act, will begin, on January 
Ist, 1938, to get the regulatory ma- 
chinery turning for the simplification — 


Under the death sentence of the 
Public Utility Act of 1935, holding 
companies will face the process of 
dissolution or simplification in about 
ten months, if the law is upheld and 
enforced to the letter. The value of 
the component parts of present far- 
flung systems is therefore of pressing 
concern to thousands of investors. 


cent announcement of the President’s 
plan for Supreme Court changes, how- 
ever, the “spread” between utilities 
and industrials has widened con- 
spicuously. It appears timely to ask, 
therefore, “what basis of valuation 
can reasonably be expected for pub- 
lic utility holding company common 
stocks, if and when these issues are 
brought face to face with practical 
problem of the breakup contemplated 
by the utility act?” Under the letter 
of the law, the S E C operating 
table is to be prepared for what 





or dissolution of the giant holding 
company structures. 

Over the remainder of the year, many fearful and 
hopeful questions will be raised concerning the effect on 
holding company equity shares in terms of dollars and 
cents values, in the event that the dissolution decrees 
are upheld and carried out. If the recent Supreme Court 
plan is approved after a long and bitter struggle in the 
Senate, as Administration prophets are now declaring, 
these anxieties undoubtedly will be heightened. 

It will be recalled that prior to the passage of the Pub- 
lic Utility Act, published statements in utility circles 
were almost unanimous in the view that dissolution of 
the holding units, along lines outlined in the text of the 
law, would have a ruinous effect upon utility securities— 
particularly the equities of the pyramided holding com- 
pany structures. In contrast to these cries of “ruin” 
from the camp of the utility executives, the sponsors of 
the measure insisted that the legislation would not de- 
stroy the value of the holding units interests; that only 
decentralization of control and simplification of holding 
company structures was contemplated. 


702 


proponents of the utility law call 
“simplification” and what its opponents term “death,” 
in about ten months. 

In the case of the holding companies, whose assets con- 
sist wholly or largely of listed securities of either operat- 
ing units or sub-holding companies, the calculation of the 
break-up value is readily and definitely ascertainable. 
Electric Bond and Share common stock is one of the best 
examples of this type of issue. At the end of January, 
1937, the market value of stocks of client holding com- 
panies, plus bonds of affiliates and miscellaneous secur- 
ities amounted to close to $300,000,000. The face value 
of notes owing from client companies plus net current 
assets brought the net worth of preferred and common 
stockholders up to slightly more than $400,000,000. After 
deducting claims of preferred stockholders in dissolution 
a theoretical break up value of approximately $49 a 
share is indicated for the common stock, currently sell- 
ing at around 26 in the open market. Conceivably, on 
any early steps to liquidate this typical “top” holding 
company, the “news” might well be received by the 
market in somewhat the nature of “melon cutting.” 
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It will be recalled that in the 
previous bull market, the railroad 
simplification program furnished 
considerable ammunition for spec- 
tacular pyrothechnics among the 
railroad securities, through acquisi- 
tions involved in this equally broad 
scheme for rearrangement of cor- 
porate ownerships. The transporta- 
tion program was projected along 
the lines of centralizing control, of 
course, rather than in the direction 
of decentralization as in the case of 
the utility scheme for shifting own- 
ership. There is an important ele- 
ment in common with both pro- 
grams, however, represented by 
prospective swapping of corporate 
control of the minor units in the 
field on a vast scale. 

Most observers who have given 
thought to the subject believe that 
the goal of the Utility Act could be 
attained only by an elaborate pro- 





cess of exchanging the ownership Of Courtesy General Electric Co. 


integrated operating units from one 
holding company to another until 
finally there would evolve a similar 
number or equally large holding com- 
panies, each with its interests confined to one contiguous 
territory. This would mean an unprecedented era of 
“deals” in the utility field during the two year period 
in which the utility managements are permitted to work 
out the required corporate rearrangements on a volun- 
tary basis. As in the case of the earlier rail “deals,” 
minority security holders might suddenly become recipi- 
ents of values, heretofore latent, in connection with the 
strategic value of a property necessary to supply a bal- 
ance of either power production or of distribution. 

This side of the picture has received little attention, 
possibly because the legal complexities of the 67-page 
Public Utility Act of 1935 so far have stood in the way 
of any clear cut declaration of policies on the part of the 
utility managements. Undoubtedly there has been a 
considerable amount of wishful thinking in such circles 
along the lines that the Act would not run the gamut 


The Deepwater plant of Houston Lighting & Power Co., a subsidiary of 


National Power & Light 


of the courts on constitutional grounds, and © these 
thought processes have encouraged procrastination. 
Since the decision of Federal Court Judge Mack, on Jan- 
uary 30, that sections of the Act requiring registration 
are separable in their enforcement from the so-called 
“death penalty” sections, it would seem logical to expect 
the initiation of plans and policies. Such preliminary 
steps, in turn, might shortly give some hint as to whether 
utility managements will assume a fatalistic attitude to- 
ward the dissolution provisions of the act or take the 
initiative in working out the best deal possible for their 
security holders under the circumstances. 

In the meantime, appraisals of holding company equi- 
ties apparently are heavily weighted for the “ruination” 
aspects of the forced liquidation sections of the law. 
The discount at which Electric Bond & Share common 
sells from its break up value (Please turn to page 718) 





Theoretical Break-Up Value of Typical Holding Companies 


compas Value Dissolution Value 





“Net Worth” Approximate 


onds and — oe —- oe ame * ae 
ae. Preferred Stock Common Sto 
(Million Dollars) (Million Dollars) (Milka Dollars) (Dollars per Share)(Dollars ¢ pa * Share) 

IE EI a oo ahs Ok ha ea kG aa ete ae aobnewe 255.0 86.7 128.0 42 41 
PPI ROR os 5c oh ooo dee ale we Sa ounces sedesaesoos 232.8 211.3 33.8 11 131% 
UNA NVI MINNIE 20, 54S. $:64.0-S wds VER NA e Ren sebases dune 99.5 33.3 72.8 29 26 
¢C SENN SEMI IN s.:6 a .sse 6 ois dvi Gib ba N GES s Relea ws twice 2 286.0 205.4 105.8 3% 3% 
Se tee ca 163.4 134.4 31.4 9 23 
NES MINN UN INN. 6.5 oi 0 oss,o c4s saisasswihsGedacisesceessaseee 87.0 54.3 45.3 8, 1214 
Ns nid 6 hea wslanreks casa HOseRsa Rob eeaes 291.1 55.0 236.15 27% 30% 
United Gas Improvement.................... Bars Sdisty aioe aati eee ties 520.0 75.1 448.7 19 15 

121.8 118.8 6.9 2 8%, 


United Light & Power........... 


*Based on latest available consolidated net incomz, bzfore parent company expense, multiplied by 16.8. 


net working capital, subsidiaries not consolidated, or marketable securities. 


t Including net working capital. {Not including 
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THE BUSINESS ANALYST 





aking the Pulse of Business 


Suane increases in automobile as- 
semblies and lumber shipments con- 
sequent upon the settlement of 
major strikes, and in coal and steel 
production by way of preparedness 
against possible labor trouble in 
those industries this Spring, have 
been chiefly responsible for an up- 
surge during the past fortnight of 
nearly six points in the Business 
Activity Index to around 94% of 
the 1923-5 average—a level 27% 
higher than last year at this time. 
Electric power output has also ex- 
panded recently at a somewhat 





—Recovery Gains Momentum 
—Steel at Boom Rate 
—Motor Output Rises 
—Strike Fears Wane 


—Price Rise Extended 


ever, to flood and strike handicaps 
the estimated cost of new residential 
construction work for which per- 
mits were issued in January showed 
a gain of only 23.4% over last year, 
a much lower rate of increase than 
reported for the closing months of 
1936. Probably for like reasons, life 


tive increase in the physical volume 
of business for the first quarter, as 
compared with the corresponding 
period a year ago, it seems probable 
that profit gains will be quite irregu- 
larly distributed, and that such ir- 
regularities may become more pro- 
nounced as the year wears on. Habits 
of thought inculcated by the neces- 
sity for curtailment during depres- 
sion years have imbued workmen, 
industrialists and bankers with a 
scarcity psychology which _ has 
paved the way for an orgy of 

speculation which is heading the 





f 





better than normal seasonal | 
rate; while car loadings have | 


been swelled by the heavier ship- 
ments of steel, coal and lumber. 

Recently released reports in- 
dicate that the public’s purchas- 
ing power continued to expand 
rapidly in January, in the face of 
floods and strikes. Thus factory 
employment was 11% ahead of 
January, 1936, with payrolls up 
23%. Weekly wages gained 
9.6% and, since the cost of liv- 
ing has risen only 3.3% within 
a year, real wages of factory 
workers have increased 7%. 
January farm income, including 
benefit payments, was nearly 
22% ahead of the previous Janu- 
ary; while the amount of divi- 
dends declared in February sur- 
passed the corresponding month 
of 1936 by 31%. 





BUSINESS ACTIVITY 
































M.W.S. INDEX (PER CAPITA BASIS) 
115 i | a | a ai SS—— 
— 
i } | | } 
110 +4 } 
105 }—+—++ 
| | 
100 t 
| i 
4 Ny ao es CE a 
| Wy ad J's x 
i lnig 
90 fd +_+s- 
Viol pas | 
85 —— 2 Spee Nees —_j—__}—_+— 
I 1936 
80 r) —j—_} —_} —_p_ 
a PA 7 BI 
{ 3 
65 e+ a eee ee ‘ = 
Py, PeeeeEBUCUBUEENUECHUBBEDUBUOE wees L 
SF MRAM 2 PAK 8S OOH NO 


stage of business recovery char- 
acterized by spectacular _in- 
creases in prices and costs, with 
a slower rate of expansion in the 
physical volume of production. 

Shorter working hourse and 
restricted production give a dou- 
ble boost to the wage-price level; 
while Government curtailment 
of potential bank credit tends to 
raise interest rates and depress 
bond prices. The latter will he!p 
bank earnings directly while in- 
flicting losses through their in- 
vestment portfolios. Industries 
which are in a position to pass 
along higher costs to their cus- 
tomers will profit handsomely 
from the price boom; but others 
—such as the rails, utilities, pro- 
ducers of trade-marked pack- 
aged goods and, to some extent, 
} the manufacturers of automobile 


| country toward an unhealthy 
} 
| 
| 
| 
| 
| 
| 
| 
| 





Current statistics for the capi- 








tal goods field carry similarly en- 

couraging implications. S E C reports 
that from the net proceeds to be re- 
ceived from flotation of corporate se- 
curities whose registration became 
effective last year $729,000,000 was 
for new capital, compared with only 
$154,000,000 in 1935, and a mere 
$28,000,000 in 1934. Owing, how- 
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insurance sales in January fell short 
of January, 1936, by 1.6%. With 
these impediments removed, there is 
every prospect that business im- 
provement will continue at a fast 
pace during the remainder of the 
present quarter. 

Yet in the face of a large prospec- 


accessories—will be squeezed by 
continued rising costs. 

One of the most encouraging de- 
velopments since our last issue has 
been the emergence of a more sane 
and conciliatory attitude among the 
leaders of labor and of industry, 
which holds promise of peaceful 
settlement in contests between the 
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present writing there are some faini 
indications even that the sit-down 
and stay-in type of labor protest 
may go down into history as a pass- 





ing fad. 

As to high grade bond prices, the 
rise in interest rates seems likely to 
be so slow that any resulting depre- 
ciation in investment portfolios 
should be very gradual. 


The Trend of Major Industries 





STEEL—The great news in steel 
since our last issue was a_ peaceiul 
settlement of the industry’s threat- 
ened labor trouble. The one-year 
agreement grants a minimum daily 
wage of $5, establishes a 40-hour 
week, thereby paving the way for 
bidding on Government contracts, 
and recognizes the right of all labor 
unions to bargain collectively on be- 
half of their respective members. 
Added cost to the industry is esti- 
C. I. O. and executives of the steel. 
coal and automobile industries. At 
mated at $150,000,000 yearly; but 
this has been passed along to cus- 
tomers through recent advances of 
$3 to $6 a ton on various products. 
The immediate outcome may be 
some slackening in the rate at which 
steel has been stocked by customers 
and warehouses; but actual con- 
sumption is expanding so_persist- 
ently that there should be little if 
any slowing down in operations un- 
til the spring peak is reached. Some 
mills at present writing are 12 to 15 
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world shortage of pig iron has be- 
come so acute that domestic prices 
have been advanced by $1 to $2 a 
ton, and England has abolished her 
331/39 tariff on that raw mate- 
rial which is so vital to her arma- 
ment program. The Spanish civil 
war has cut off one large source of 
supply, while Germany has a 


monopoly on Swedish exports of iron 
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ore. Supplies of coke and scrap re- 
main inadequate and British dealers, 
on patriotic grounds, are refusing to 
export the latter. In this country 
the ingot rate has reached 86% of 
capacity, the highest level since 
October, 1929. 


CONSTRUCTION — Suspension 
of operations in flooded areas during 
January appear to have been partly 
responsible for the comparatively 
small gain of only 13% over Janu- 
ary, 1936, in the value of construc- 
tion contracts awarded in 37 States 
East of the Rockies; though another 
important factor was a drop of 25% 
in public construction. Awards for 
private building were more than 
double the total for January, 1936. 
Lower costs through employment 
of non-union labor have stimulated 
private construction during the past 
few years and it remains to be seen 
if the recent rate of expansion in 
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this field can be maintained when the 
walking delegate again comes into 
power. 





OIL—Texas has raised her allow- 
able crude output by another 5% 
for the month of March and in other 
States production continues weekly 
to establish new high records. Mean- 
while gasoline consumption, owing 
to unseasonally open weather, is 
running 20% ahead of last year; so 
that inventories of motor fuel are 
only 7% greater than a year ago. 
Sales of domestic oil burners last 
year topped 1935 by 42%, and the 
demand for gas and fuel oil is ex- 
panding to a point where it promises 
to become more important than 
gasoline in volume of consumption; 
though profits from this branch of 
the industry still leave much to be 
desired. This and advancing outlays 
for crude oil and taxes tend to throw 
some light upon this year’s sagging 
tendency in the outstanding equities 





of refineries which have to purchase 
2, considerable portion of their crude. 
Domestic companies with subsidiar- 
ies operating in Mexico are much 
concerned over the evident intention 
of that Government to nationalize 
the industry eventually. 


RAILS — Preliminary estimates 
indicate that Class I carriers in 
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January were able to show an 11% 
increase in gross revenues and a 6% 
gain in net operating income over the 
corresponding month of 1936, and 
that February probably held a simi- 
lar improvement, in the face of flood 
losses, the increase in railroad retire- 
ment taxes, and the lapsing of 
emergency surcharges on freight. 
March, however should make a bet- 
ter showing; since car loadings are 
again expanding rapidly and com- 
parisons will be with last year’s flood 
conditions. 


METALS — After spurting to 
above 17c¢ on speculative buying, the 
price of foreign copper as this is writ- 
ten has settled back to around 1614c¢, 
compared with 15c to which the 
domestic price was raised since our 
last issue. Meanwhile zinc and lead 
at New York have advanced to 7c, 
accompanied by a boomlet in metal 
mining stocks on the exchanges. 
Before investing in this class of 
equities at present levels it might 
be well to note that most companies 
have sold their output for six months 
ahead; so that profits from recent 
higher prices will not begin to accrue 
until the latter half of the year. On 
the other hand it begins to look as 
though the increased production 
which will be coming into the mar- 
ket within a month or two can be 
absorbed without any substantial 
concession in prices so long as world 
armament and industrial demand 
continues to expand at anything 
approaching the present pace. Gold 
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mining companies are beginning to 
feel the pinch of higher operating 
costs. 


AUTOMOBILES — Despite the 
strike at General Motors plants, fac- 
tory sales of motor cars in January 
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came to 379,843, a gain of 4.5% over 
January, 1936. February output is 
estimated at about 320,000 and bar- 
ring further tie-ups, March should 
reach 600,000—making a total of 
1,300,000 units for the first quarter, 
an increase of 20% over the corre- 
sponding period of 1936. Recent 
wage increases granted by automo- 
bile, body and parts companies, 
however, have alone added around 
$12 per unit to production costs, 
without reckoning higher prices 
which will have to be paid for tires 
and metals after present inventories 
are used up; so that, even with the 
expected increase in volume, profits 
are likely to recede somewhat this 
year, unless wholesale prices can 
be advanced. 


averaged 10.7% higher than the pre- 
vious year, comparisons ranging 
from a 27% increase in furniture 
sales to a decline of 5.6% in men’s 
furnishings. For 1936 the country’s 
total reached 52 billions of dollars; 
though dealers in waste material 
were the only distributors to report 
sales exceeding those of 1929. In 
January, rural sales increased 10.5%, 
while grocery chains gained 414%. 
For the first half of February, de- 
partment store sales in the New 
York area were 11% ahead of the 
corresponding period a year ago. 
Current retail sales throughout the 
country are averaging about 10% 
ahead of last year; but early Easter 
buying may soon more than double 
this favorable comparative showing. 
Other elements that are likely to 
cause expansion in the volume of 
retail trade include the improved 
outlook in the labor situation, high- 
er agricultural income, and im- 
proved business earnings and divi- 
dend income. January farm in- 
come, including benefit payments, 
was about 22% higher than last 
year and will continue higher than 
a year ago in coming months. An 
increase of 31% in February divi- 
dend disbursements is a fair mea- 
sure of the contribution that rising 
business profits is making to en- 
larged purchasing power. 


UTILITIES—Electric power out- 
put is currently running about 14% 


ahead of last year; but rising oper- 
ating costs and the Government’s 
anti-utility campaign have pre. 
vented the equities of this great in- 
dustry from participating in this 
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year’s bull market. The latest move 
from Washington is a request that 
the Government be empowered to 
take over private transmission lines 
in order to further its aim to supply 
the country with cheaper power from 
Federal plants which do not have to 
pay taxes. It is rumored that the 
FCC may be appeased with recent 
toll rate cuts by the American Tel. 
& Tel. and not press for further re- 
ductions at the present time. 


Conclusion 


From the appearance of a more 
conciliatory attitude between em- 
ployers and labor emerges the 
probability that major contests be- 
tween the C. I. O. and executives in 
the steel, coal and automobile indus- 

tries will be settled 





peacefully, thus pavy- 





TIRES—A further = 
advance of 5% to 
10% in tire prices is 
expected shortly, in 


order to recoup on re- |J 140 
cent wage increases. > 
The industry should 2 20 
save $10,000,000 an- z 
nually through the J ="° 
recent abandonment J 2100 
of road hazard guar- mip 
antees. 
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a ing the way for fur- 

t ther uninterrupted 
a expansion in the 
» country’s _ physical 
140 volume of business 
during the remainder 
4 of the present quar- 
4 ter. Naturally labor 
peace has been won 
at the expense of 
higher wages and 
shorter hours but this 
should not eat mate- 
” rially into profits, ex- 
60 cept in industries 
- which can not pass 
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sale and retail con- 
tinue to make grati- 
fying comparisons 


with the correspond- | Farm Products. ........... down0.2  Metals.................. 
: Tee are | i |= Ree Be fale o" eee 
ing period of the pre- Hide and leather......... down 0 1 Chemicals. wy irae ene yee 
,: 7 eS ee H furnishings........... 
vious year. Whole- Fuel and lighting........ 7 _ 0.2 oe eoncamgg Ree RD ORY 
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Changes in Major Commodity Price Group for the 
Fortnight Ended — 27, 1937 





sale trade in January 


ee 


along the higher costs, 
so long as the na- 
tional income contin- 
ues to increase faster 
than the cost of liv- 
ing during the pe- 
riod ahead. 
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High Low Issues (1925 Close—100) High Low Feb. 20 Feb. 27 Mar. 6 
106.0 78.4 330 COMBINED AVER. 122.0 105.0 119.0 118.2 122.0H 
204.6 113.4 5 Agricultural Impl 240.2 204.6 235.7 222.6 240.2H 
68.6 39.9 6 Amusements aera ibietbia ao %6 72.6 68.6 68.6 70.2 70.8 
143.5 116.8 16 Automobile Accessories... 146.6 128.1 139.1 136.0 137.6 
24.9 17.7 13 Automobiles............ 30.1 23.3 30.1H 29.5 29.7 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 156.8 169.8 169.3 178.0H 
23.8 12.6 3 Baking (1926 Cl.—100).. 8.5 21.8 25.8 27.0 25.1 
500.9 318.6 2 Bots. & Cks. ('32 Cl—1 00) 536.0 456.6 508.6 504.1 512.3 
262.0 202.8 : oo Machines....... 308.6 262.0 302.6 305.5 308.6H 
eee 242.8 213.3 218.3 213.3 217.1 
237.1 187.5 10 Chats icals Bee Wists ha sh alate 245.9 228.7 237.9 237.4 245.9H 
73.8 42.8 15 Construction............. 88.3 73.4 84.1 83. 87.6 
166.4 87.9 10 Copper & Brass........... 217.3 165.9 213.5 217.3H 213.4 
47.8 39.3 2 Dairy Products........... 42.0 40.7 41.3 41.4 41.0 
41.8 23.3 10 Department Stores....... 42.7 36.0 38.2 40.7 42.7H 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 92.1 103.7 103.9 108.7 
441.1 227.2 2 Finance Companies...... 388.4 346.9 357.3 354.3 346.9 
70.1 60.9 7 Food Brands............. 71.9 65.6 68.3 68.7 69.4 
56.6 41.4 4 Food Stores............. 53.2 51.3 52.3 51.4 51.7 
BOSD GET 8 S FMMNGS 655s eee css 122.3 103.2 119.6 117.9 121.5 
1296.9 1116.0 4 Gold & Platinum Mining.. 1253.6 1149.1 1203.1 1253.6 1211.1 
51.0 36.6 5 Investment Trusts.......... 58.6 49.2 54.2 52.1 58.6H 
341.6 265.2 3 Liquor (1932 Cl.—100)... 304.7 277.4 295.0 304.7 298.7 
189.5 134.7 4 Machinery..... 189.5 203.9 206.0 211.9H 
107.4 61.3 Mail Order 89.6 97.9 98.9 103.6 
83.9 59.4 4 Meat Packing 1 79.6 99.3 109.6 04.8 
232.5 159.5 14 Metal Mining & Smelting. . 329. 5 232.5 316. 317.4 322.5H 
23.4 Re 3 Ree 23.5 19.0 21.7 22.2 20.8 
142.8 97.2 Py} ieleotien & Natural Gas... 155.1 142.8 153.5 149.5 153.6 
96.6 67.2 18 Public Utilities........... 114.9 96.6 106.8 102.1 104.5 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.3 28.2 31.3 29.9 30.9 
100.4 52.5 9 Railroad Equipment...... 112.9 100.4 108.9 106.3 112.9H 
ee ee eee 48.6 37.2 44.1 43.0 48.6 
ee eee 28.5 25.6 25.8 27.7 26.6 
87.6 62.7 4 Shipbuilding............ 87.6 76.0 87.6 84.1 84.4 
124.5 85.2 12 Steel &lron............. 165.4 124.5 150.8 146.8 165.4H 
45.3 29.8 i) ASS reer 45.2 39.6 41.4 41.5 39.6 
175.6 142.5 Se ere 171.2 159.9 168.2 170.2 167.9 
97.4 76.6 3 Telephone & Telegraph. . 85.3 81.5 84.0 82.2 83.8 
Ee Re ee 91.8 77.1 85.4 91.8H 88.0 
20.9 10.6 4 Tires & Rubber........... 27.3 20.5 25.9 25.3 27.3H 
100.2 87.2 re 99.4 94.1 97.6 97.1 97.2 
76.2 61.0 TINO Sisk oe 5:6:8.s 0,010 985-8 71.9 65.1 68.7 67.4 66.6 
369.2 232.5 4 Variety Stores. . 346.8 322.8 331.8 334.1 330.8 
H—New HIGH record since 1931. 
DAILY INDEXES OF SECURITIES 
N.Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks—— 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, Feb, 22...... HOLIDAY—EXCHANGE CLOSED 
Teesday, Feb. 23....... 89.21 186.50 57.45 138.61 136.29 2,869,150 
Wednesday, Feb. 24.... 89.07 187.35 57.73 137.57 136.17 2,078,080 
Thursday, Feb. 25...... 89.05 186.68 57.43 138.16 136.70 2,227,230 
Friday, Feb. 26........ 88.95 187.17 57.81 137.75 136.36 1.775,190 
Saturday, Feb. 27...... 88.84 187.30 58.01 137.49 136.83 1,003,570 
Monday, Mar. 1....... 88.91 187.68 58.21 138.17 136.67 1,661,560 
Tuesday, Mar. 2....... 88.90 189.91 58.90 139.07 137.45 2,294,970 
Wednesday, Mar.3.... 89.03 192.91 60.52 141.10 138.86 3,567,770 
Thursday, Mar. 4....... 88.97 191.63 60.28 141.32 139.52 2,725,830 
Friday, Mar. 5......... 89.06 194.14 61.61 142.13 140.04 2,827,180 
Saturday, Mar. 6....... 89.09 194.15 62.69 142.78 141.13 1,767,100 
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Week Ended March 6 wee Feb.27 Week Ended Feb. 20 














March 13, 1937 


14,844,410 53,220 13,100,150 
Total Transactions Same Date Same Date 
Year to March 6 1936 1935 

717,346,200 142,699,447 38,606,402 
agg Latest figures compiled as of Mar. 6. (b)—1,000 7-4 tons. (C)—Ilron Age. (d)— 
F. Dodge—37 states. (f}—Dun & Bradstreet. (G)—U. S. Labor Bureau '23-25—100. 
900 omitted. {—000,000 omitted. *—lron Age Composite. §—Week ended Mar. 4. 

De—December. Ja—January. Fe—February. 








Latest Previous Year 
MONEY RATES ee ee Ago 
Time Money (90-day). ..... 114% 114% 1% 
Prime Commercial Paper..... %@1% %4@1% %% 
eo, 1% 1% e% 
Re-Discount Rate........... 142% NWA% 114% 
CREDIT 
Bank Clearings, N. Y.7...... $4,573 $3,669 $4.003 
Bank Clearings 
(outside N. Y.)f......... 2,536 1,922 2,059 
Brokers’ Loans, F.R.t....... 1,060 1,053 1,031 
Last 
Mar. 1 Feb. 1 Year 
Brokers’ Loans, N. Y.S.E.7... $1,074 $1,026 $924 
New Corporate Financing?.. . 225Fe 245Ja 165 
Latest Previous Year 
COMMODITY PRICES Week ee go 
Finished Steel* c per lb... .. 2.33 2.33 2.109 
Pig Iron* $ perton......... 21.25 21.25 18.84 
Steel Scrap*$ perton...... 20.25 19.92 14.75 
Copper, S$ per &............ 045 15 0914 
kesd; Sper ..s..5 5... : -07 .07 2046 
Zine, S$ OS... 5... -07 .068 .049 
Uo .58 54%, 4814 
Rubber, $ per Ib........... 221, -22 -16 
Crude Oil (Mid-Cont.), $ per 
RMS eiececpicee ds cere s 1.22 1.22 1.10 
Sugar, raw, $ perlb......... 0348 .0345 .0350 
Silk, raw, $ per lb.......... 1.96 1.94 1.724% 
Wool, raw, $ perib........ 1.12-1.15 1.12-1.15 94 
Wheat, Price, May, $ per bu. 1.3514 1.315 1.00 
Cotton Price, Mar. $ per Ib. . .1358 -1274 -2131 
Corn Price, May, $ per bu... 1.0814 1.0714 61 
Year 
KEY INDUSTRIES Jan. Dec. Ago 
Steel Ingot Prod. (6) (tons)... 4,737 4,432 3,046 
U. S. Steel Corp. Shipments 
NIE a: dcamoirgo wahnare.o-s 1,150 1,067 721.4 
Pig Iron Production (b) (tons). 2,995Fe 3,212Ja 1,824 
Operating Rate, % Capacity . 85.0$ 83.0 55.0 
Auto Production........... 399,426 498,721 364,004 


Bldg. Contract Awards (d)*.. 

Residential Bldg. (d)*...... 

Cement Shipments*(bbls.). . . 

Coal Production (tons) Bit... . 

Cotton Consumption (bales)*. 

Mach. Tool Orders, '26— 
100% 


Oil Prod., daily aver. (bbls.)* 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)7... 


TRANSPORTATION 
Carloadings®......... 
Miscellaneous Freight* . . . 
Merchandise, L.C.L.* 


TRADE 
Dept. 
100% 
Mail Order Sales*....... : 
Merchandise Imports*...... 
Merchandise Exports*...... 
Business Failures (F). ... 


Store Sales '23-25— 


EMPLOYMENT 
OC) 
Durable Goods Industries (G). 
Consumers Goods (G)...... 
Factory Payrolls (G)........ 


$242,844 $199,696 $204,793 


78,424 65,487 37,440 
4,678 6,246 3,917 
39,610 44,487 39,330 
678 693 590 
200.3 257.7 110.8 
Latest Previous Year 
Week Week Ago 
3,296 3,295 2,774 
76,616 74,7198 71,297 
2,207 2,212 1,903 
Latest Previous Year 
Week ee Ago 
697 715 673 
288 290 247 
153 166 158 
Year 

Jan. Dec. Ago 
92 92 81 


52,855Fe 63,154Ja 43,396 


240,396 244,712 187,482 
221,550 229,733 198,563 
721Fe 81tJa 856 
Year 

Jan. Dec. Ago 
96.4 98.1 86.8 
90.2 92.7 78.7 
103.0 104.0 95.4 
90.6 95.1 73.8 






























































































The Personal Service Department of Tue MaGazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Best & Co., Inc. 


Please advise me regarding Best & Co. in 
which I am a stockholder. This stock sold 
up to 72 at the end of 1936; is now back 
around 60. What action do you favor?— 


R. C. D., Richmond, Va. 


Best & Co., Inc. represents one of 
the strongest companies in the retail 
group. Its reputation for quality 
clothing, emphasizing style for chil- 
dren and infants and for women is 
outstanding. The strategically lo- 
cated stores, its main one being on 
Fifth Avenue, New York, and others 
being located in Mamaroneck, Gar- 
den City and East Orange, Ardmore 
and Jenkintown, Pa., and Brookline, 
Mass., assures the company of the 
“class trade” that it strives for. The 
company has naturally benefited 
from increased consumer purchasing 
power and generally better business 
conditions surrounding retail trade. 
The company has had an excellent 
earnings record in the past, even be- 
ing able to report a profit in the vear 
ended January 31, 1933, of $1.05 per 
share on the common, after small 
preferred dividend requirements. 
This represented the low point in 
earnings and in the following vear 
considerable improvement was 
shown and earnings increased to 
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$2.33 per common share. Continued 
improvement was experienced in the 
years of 1935 and 1936 when $3.14 
and $3.73 per share were shown, re- 
spectively. The company has been 
able to extend its improvement with 
the $4.21 per share sustained in the 
fiscal year ended January 31, 1937. 
It is to be expected that this increase 
in net income will continue through- 
out 1937 in view of better conditions 
surrounding retail trade. Further- 
more, as profit margins on quality 
lines are more substantial the full 
effect of higher purchasing power 
will be felt by Best & Co. The finan- 
cial condition of the company con- 
tinues strong. It is not illogical to 
assume that with increasing profits 
and the impregnable financial posi- 
tion, that dividend disbursements 
on the common stock will be in- 
creased in the future. In view of the 
favorable dividend outlook for the 
common stock, continued retention 
of your holdings seems to be the 
most logical course to pursue. 


Cerro de Pasco Copper Corp, 


I have now more than tripled my original 
investment in Cerro de Pasco Copper Corp, 
and am wondering about its further appre- 
ciation possibilities, and anything you can 
tell me will be appreciated —G. T. C., Louis- 
ville, Ky. 

If the advance in the market price 
of Cerro de Pasco shares had 
been disproportionate to the im- 
provement which has been registered 
in earnings as a result of higher 
metal prices during 1935 and 1936, 
then profit taking in your holdings 
would, without question, seem ad- 
visable. At present prices for the 
stock, however, Cerro de Pasco is 
not selling at an unreasonable figure 
on the basis of earnings ratio to mar- 
ket price, although one must esti- 
mate probable 1936 earnings. On 
any reasonable estimate, however, 
that statement would stand. In 
1935 the earnings of Cerro de Pasco 
were equal to $3.62 a share, and the 
production in copper, silver, gold 
and lead have increased greatly dur- 
ing 1936. Moreover. during 1936 
higher prices ruled for copper, and 
the markets in the other metals were 
firm. Under less favorable circum- 
stances, the 1935 earnings were 
doubled over 1934. We would look 
for a report which would disclose 
sarnings last year such as_ would 
fully justify current quotations for 
the stock, and as to the current year 
we believe that there are very con- 
vincing evidences of such operating 
conditions as would enable this com- 
pany to sustain the improvement, 
possibly better it. It will be re- 

(Please turn to page 714) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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Protit=-Maki FORECAST Advi 
rortt=#] aninrg DEUCES .2- 
26 il | Now is the time to profit through 
pROFIT | the definite and continuous advices 
‘a of this outstanding security 
MORE advisory service. 
orp. BALTI 
riginal AND OHIO * 
Corp, 
appre- . . 
igri 63/4 Already this year, our clients have 
Louis. oil been advised to accept 12714 points 
ints : ‘ . ° 
” profit—with only 11 points loss. 
had 
im- 
= ere is additional and convincing evidence of the successful manner in which we 
igher are serving subscribers. Our current recommendations ... our counsel over the months ahead 
1936, ... will assure you of similar opportunities. Fast, definite telegraphic service will keep you in- 
lings formed on stocks with exceptional near-term profit possibilities. You will always be informed 
ad- what and when to buy and when to take profits. 
the Our Personal Service Department will also furnish frequent analyses of your holdings, advis- 
0 is ing you what to retain and what to close out. This service is rendered to solve that paramount 
gure problem—how best to protect your capital in a world of rising prices. 
nar- 
nail. NEW CAMPAIGN JUST STARTING 
On Place your enrollment to the ForecAst—now. Basically favorable factors exist and the coming 
ver, months will offer many opportunities for substantial profit. The market, however, will be 
In highly selective but the members of our Analytical Staff are prepared to recommend those in- 
isco dividual securities destined to participate fully in further recovery. As a Forecast client, you 
the will be assured of having a well-balanced program adapted to your personal requirements and 
rold especially arranged to bring you the best possible return in profit and income, consistent with 
safety. 
ur- , 
936 Attach your remittance to the coupon below and 
and mail—today. Let us help you make 1937 the 
ars highly profitable year it should be for you. 
1m- “ 
ere Cubseribe The INVESTMENT and BUSINESS FORECAST 
0k of The Magazine of Wall Street 
ose 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
uld WN / 
I close $75 to cover my six months’ tes bseription to The Investment and Business Forecast. I under- 
for COW: pe that et of is. olf cessed i geting a aan the pete Bl mail. ($125 will cover 
an entire year’s subscription.) 
ear 
g 5 P Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
mn- Your subscription will Code after our Code Book has had time to reach you.) 
ng 
5 start at once but date ia TRADING Short-term recommendations following intermediate market swings. Three or 
ie m four wires month. Three to five stocks carried ime. $1,500 ital 
e from April 15 ADVICES asia to pee in ere shares i all lero sca a ver 60% margin. — 
nt, 
f CJ UNUSUAL Low-priced commen stocks that we outstanding ieee for market profit. 
” * OPPORTUNITIES aie ae a Sr eaeeeine oa aaa ae ne — 
Dividend-paying « stocks with exceptional i iati spects. 
Only 15 points on even a O deoratom One or two pe as a epg Three to oa ae omens time. $1,500 
— . m sufficient to buy 10 shares of all recommendations on over 60% margin. 
10-share basis will more than 
d cover the cost of our service SOBWEES  s iossialaje cisieiinlep s sisls sdcisie wee ars wieis ecwrareyareiulorare CAPITAL OR EQUITY AVAILABLE ...............- 
| for a full year. This profit SE LOOM COLT TRALEE OTE EP Ee ee ee 
a may readily result from our eth istee sh niener endures une ares Cee OE ee eT TT Mar. 13 
first recommendations to you. 
— Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
iT 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,’’ giving trading 
requirements and other information. 


J.A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 








—cATT do _ 


LARGE STOCK 
MARKET PROFITS 


On December 7th we selected INSPIRA- 
TION COPPER as an outstanding bargain 
stock. It was then selling at 13%. Since 
then it has sold above 32. Here is a profit 
of more than 140% in a few weeks. 

Of course, this is a rare and exceptional 

gain to make in such a short time, but it 
demonstrates what can be done if you ferret 
out stocks quoted at bargain prices. 
. We have located another issue which ap- 
pears especially promising. Earnings point 
higher. The stock is listed on the New York 
Stock Exchange. Its action leads us to be- 
lieve that it is due for a good advance. Still 
it may be picked up now at a very reason- 
able figure. 

The name of this stock will be sent to you 
ape ee A free. Also an interesting booklet, 

MAKING MONEY IN STOCKS.” No charge 
—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, Inc. 
Div. 509, Chimes Bldg., Syracuse, N. Y. 














20 Leading 


Aviation Stocks 
New 1937 Edition 


Booklet M. on request 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street, New York 














710 


THE BELL TELEPHONE 
COMPANY OF CANADA 


Notice of Dividend 


A dividend of one and one-half per cent (1.50%) 
has been declared payable on the 15th day of 
April, 1987, to shareholders of record at the close 
of business on the 23rd of March, 1937. 


F. WEBBER, Secretary. 
Montreal, February 24, test. 





THE ELECTRIC STORAGE BATTERY CO. 
The Directors have declared 
E . re) from the Accumulated Surplus 
Po | € of the Company a dividend of 
Fifty Cents ($.50) per share, 
on the Common Stock and the 
Preferred Stock, payable March 30, 1937, to 
stockholders of record of both of these classes 
of stock at the close of business on March 10, 
1937. Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 
Philadelphia, February 26, 1937. 


BATTERIES 











New Work Stock Exchange 









































e 
Rails 
1935 1936 1937 
A High Low High Low High Low 
eh e ka ee same ee aS 60 3534 8814 59 8234 6914 
— NMED. Uihbss scasasesuns 37% 1914 49 21% 51% 441, 
B 
ee re 18 4) 261% 5% 32% 20% 
Bangor & Aroostook...............+. 4914 361% 49%, 45 41 
Cc 
ES are i 133% 852 16 10% 1734 14} 
Chesapeake & Ohio.................- 53% 37% 17%, 51 681 63% 
Chicago Gt, Waster Bid..-.......5... S18 «14% 3%, 2% 
Cc. M. & St. Paul & Pacific............. 3 % 2h 1} 2%, 2 
CM. & St. Paul & Pacific Pid... ma  % 515 2% 860%, A 
Chicago & North Western............. 5 13 47%, 2% 6% 443 
Chicago, Rock Is. & Pacific............ 2 48 ly, 3 1%, 31% 214 
D 
Delaware & Hudson.................. 431% 23% 54%, 3634 531% 42, 
Delaware, Lack. & West.............. 19% 11 231 14%, 22% 17% 
E 
BARN Sr hehehe klk us iiesiss 14 %e 118% 11 17% 13% 
Great Northern Pid eeassvencsakaues™ 3514 9% 46%, 32%, 52 405% 
OS ee Ee 221/, 9% 2914 1856 31% 22% 
Kansas City isin. Fy Ser ane 141, 3% 26 13 2554 20 
L 
PP ON, Siac cies oes 0Kie 0s 0.0 1112 5 22 8th 3% 214 
Louisville & Nashville................ 6435/4 34 10234 57% 96 881, 
M 
ee 6% 2% 952 514 9 6% 
Mo., Kansas & —_ ie (ae 16% 5% 33% 14% 33% 244, 
Missouri Pacific. . ; anes 3 1 4 L2% 5“ 3 
re 2934 1214 4972 27%, 48 40 
AS OS Ee ES ere 9 531/ 17%, 62 41 
"N. HL & Hattford.............. 8% he ®t 9% St 
Norfolk & Western..............00055 8 et, 210 272 259 
PRUNE TUNICS 5 nas scoc csc sc bscnscee 25% 13%, 3634 23%, 34% 271, 
NS Pree ee ee 3214 171%, 45 28%, 44% 39%, 
R 
NC bagasse sess Aoeinboe sone 431% 297 503, 351% 45%, 41h 
s 
St. Louis-San Fran.............- 2 V 3% 1% 4} 3 
aientatic............. + 3. att ah owt wh oa 
IS ccew race xd bs eease 1614 5% 26% 1234, 351% 24 
T 
NE MSU, sv vivo ccs oss semawscees 2814 14 49 28 51%, 431% 
U 
occas bs a bee eee paesce 11114 821%, 14937, 108% 136 12614 
4 
Western Maryland..................- 101/, 51% 121, 8} 107, 8% 
Gumals.............00200..e 34 1% 4 % SR Si 
e 
Industrials and Miscellaneous 
1935 1936 1937 
A High Low Hish Low High Low 
INS. > 5. de vwh leases eicae 37% 28 353%, 17% 28% 24% 
i oct. Kou bus pe eeiness 1p ia 861 58 801, 72y 
ee a ree 201, 1314 171 13 15% 1444 
a oy, y Stee! “y " ae eLe Lene ea anes 32 p a Pi on Ps 
Allied emical & Dye..........0.-- 173 
SE .,,..sccsss--20- ° 3h 20% 6% 20% 16% 
Allis Chotness - TER ae 337 12 353, 83% 711 
— he Portland DEE Ssasceescaes es 2234 14 34% 193/44 3934 301% 
Sy eS a Pr rrr 80 481 sas 75 114 101 
pene Agric. Chemical (Del.)......... 573%, 4114 89 49 yi 83 
American Bank Note.............+-++ 4732 131% 551 36 41 32 
Amer. Brake Shoe & Fdy............- 421 21 10%, 40 80%, 69 
PT. coccecccesccosscccesss 149%, 110 137% 110 121 105% 
PN IN i ibn oo 005300058 000000 33%; 10 ae 43 30 71 56 
American & Foreign Power...........- 9% 2 9%, 61 13%, ™% 
Amer. Power & Light..............-- 9%, HH 143; 7 1614 4 
Amer. Radiator & S.S...........0.5-- 25 101 2734 1834, 291 24) 
ess OS ear 32 1 54 37 23% 337? 3314 
Amer. Smelting & Refining...........- 64/2 31 5 103 5635/4 99%, 838i, 
Amer, Steel Foundries.............--+ 251% 12 64 201 73% 59% 
Amer. Suge Refining....0.0000. 00.00 10%, 50% 63% 48%, 56% 50 ts 
See :.........>0.....-. 1601, 98%, 1901/4 14914 187. 17414 
OS eer 107 743%, 104 8814 997% 94%, 
Amer. Water Works & Elec.........-- 2234 1% 273, 191, 291%, 24% 
Amer. Woolen Pid.......0....22000 683, 351% 103%, 523, 79 
Anaconda Copper Mining..........-- 30 8 4 28 67 521% 
PE A Dine ns 2 <6.50008 0000006 61% 3% T¥2 as 13% 7 
Atlantic ve Shs comes anane dios 8 2014 351 265/ 35% 301 
OS See 45% 15 54%, 265 3634 30 
Aviation com. TEE Dea ae 5% 23/4, Th 4/2 9% 6%, 
B 
Baldwin Loco. Works...........+.++- 65 11 11%, 2% 1114 
Barber Co..... 221 11% 3814 1 42 35% 
Barnsdall Oil... 143, Sie 28%, 144g 351%, 261 
Beatrice Creame : 201%, 14 2834 18 28%, 5 
Beech-Nut Packing. ccna ew 95 72 112 85 111 105 





Last Diy’ 
Sale $ Per 4 
3/3/37 Gin 
82 2.00 
51% 1.00 
32% ~~, 
434% 2,50 
2. oan 
2. 
_ 
2% ~CC 
7 
6% 
3% 
52% 
22%, 
17% 
52 
31% 
25 
3% _: 
96 12.50 
8%, 
33% 
5 
48 
62 
9 ala 
259 12.50 
34%, ont 
44% 12.00 
45 2.00 
4%, 
597%, 
34% 
51 
135% 6.00 
10% 
3% 
Last Div'd 
Sale $Per 
3/3/37 Share 
25%, 11.75 
15% “1.00 
5 A 
41 +.40 
4 $30 
20 . 
+ 4 *1.50 
35% 1.00 
2.00 
94 11.00 
34 "1.00 
75 *2.00 
109%, °4.00 
ei 
39, °4.20 
9552 3.00 
69% 7.50 
5014 2.00 
179%, 9.00 
95) 5.00 
25 80 
i 11.00 
66 A *1.00 
127 +.15 
33%  °1.00 
32 soee 
8% 


2 
1081 °4.00 
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Div'd 
jer B 
a 
2.00 ee ns 
11.00 Harti SS SSRAGIATS ree tenn 
See anaeracar 
otee ES Aare ee oe 
2.50 eee a dha case sj ceisgien news 
: seas Seer ee ee ee ee ee 
sees Bet re Sanhation Transit 
2.80 Bucyrus o- eae case cahinhe we anieass 
Byers & C. SPD oie soho oa secd swe 
c 
ONE See ere 
Canada Dry Ginger Ale.............. 
rey ere 
Sy Seren 
Cero de Pasco Copper............... 
OS, See 
SS Se ae ner 
OE ene re 
INN OD oi 5.56 ds Sw bv cd veeice 
Colum. Gas & Elec 
ee re 
Oe | eee 
Commercial Solvents. .... Ss 
Commonwealth & Southern a 
Gomatidated SORTED Ss 5 ois sac wiewaew 
ES eee 
oan Continental Boking, RRS ss Sins wiseinaisi sie 
2.50 EE oe caidas av aicie< use. 
OS | Eee eniae 
Com Products Refining............... 
Nes site 5 59:0 vic eae ai. d.0 00 
Crown Cork & Seal.......... 
Curtis Wright......... 
ls WHEE, PA ce cceees 
Cutler-Hammer 
sees Deere & Co.. LEONE. 
2.50 Distillers Corp. Seagrams. 2 peta eeaeege 381 
eee Dome Mines. . on bth EG cee ae ee aah 
Douglas PARES So foc oes arcs ove 583 
2.00 Du Pont de Nemours................. 146%, 
E 
2.00 BIEN RINNE so vo cs 6 0S: d.< « o.s.c Cebeee 17214 
‘ SN Ser Pee 33% 
Ease POWOT TE EGU E ccs. ccc cceccccace 71 
Endicott Johnson Corp................ 
Fairbanks, Morse. . ST 
Firestone Tire & Rubber............. : 25%; 
First National Stores................4. 58 i, 
6.00 reeport Sulp! er PS Stecars Wiel aaiee 3054 
General Amer, Transpt............... 481 
EI acto se aidan: b\6.0 esl. 1 3% 
Serr rrr ere 40% 
NE as os cc aa ed. alere.c-a:sie® 37% 
MEE 55257. c.5 so. sia wanes eae’ 72) 
ee er 5 
General Railway _— SARE SEY Saas ee, 41%, 
Gen, Realty & Utility................ 3% 
Yiv'd General Refractories.................. 43 
Par Ee ee 491%, 
Heed Goodrich 5k eee 14) 
38 Goodyear Tire & Rubber.............. 26% 
1.00 H 
* NE PIII. 55.0 6.5 <6is 6s's'ni.d vine oie 22 
+40 SS a eon 
5.00 Hudson Motor Car................055 171% 
"50 
. Industrial Rayon..........00..00-00ee 363; 
+4 Inspiration Copper..............2.065 83 
100 Interborough Rapid Transit............ 235%, 
1,00 . Business Machines.............. 1901 
00 . , — Pet sabes lbn sanieigiasre 2 
RS gedit aoe adn Sod a0 05S 8 la, 
- ORs scsccesssyccces 14 
ia MPIGNVINO S55 5085 cba cadcececess 9914 
5 
3.00 Kennecott Copper................005 30% 
50 L 
4 Nt cepa 28% 
00 Sc ees 955%, 
“80 Libbey-Owens-Ford.............000% 491, 
1.00 Liggett & Myers Tob.,B.............. 122 
100 LS eee 55%; 
+15 eS eee eee 36 Ye 
j.00 —_ Tigey Bea bee ree ene ee 26% 
RU NRE oie favs saci acis ocd de wikaeias 30%, 
RD irieis.oi.ac-cvessdae ose. 5714 
Be Marshall — EEC ee 144% 
75 eer Sats 
}.00 Mathieson "Alkali Baer I teeter oil Zc, 33% 
|.00 a eres 45% 
1.00 McKeesport Tin Plate................ 131 
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1935 


Low 

11% 

34 

215% 
6% 

21 

28%, 
8 








1936 1937 
High Low High Low 
32% 21% 301 25 
72 48 623%, 56 
7173 453%, 104%, 73 
37 4 16 i 49%, = =33 
32 25 1A 28 26 Ye 
90%, 64 831 72 % 
18% 12% 23% 16% 
64) 43% 59% 5114 
58%, 40%, 53 46 
21%, 8, 25) 20 
15% 97, 14 121 
29%, 1612 33 27%, 
16% 6 201 15% 
30%, 1 304 271 
91 5434 100 85) 
324%, 213%, 36% 26 
74 47%, 84 674 
100 59 681 63% 
138%, 85% 13514 110% 
34 84 144 122% 
136} 94 1241 115 
23 14 20 17 
84 44 69%, 58 
91% 55 801/, 691 
24% 14% #+§.21% 18 
se aie 3% 
48 27%, 49% 411 
17%, 1114 17%, 15% 
26% 153%, = 321 20% 
35 10% 37%, 29 
87%, 63% 691 -~ 
447, 28//, 45 401/, 
822 63% 71% 65% 
50% 24 561 
91% 43% 100% 7414 
9%, 4 Bl, 612 
21% 101 3 19! 
83%, 43 01 82 
1083, 2 128%, 104% 
34%, 1814 28% 241% 
6112 pits 51 
8214 50% 171%, 6214 
1843/, 3 180%, 169 
185 156 175%, 167% 
47‘ 303%, 45) 38%, 
ast 6% 26% 2134 
69 53% 60 551% 
71% 3434 71% 6114 
36%, 24% pat 32% 
58% 40 521, 4834 
453; 241 54% 43 
35% 23) 32%, 926% 
76 42%, 86% 70) 
20 0%, 191 1634 
55 344% 64 5234 
44 33% 4444, 39%, 
70% 58 65% 6014 
77 53% 701 cov 
57 32% = 651, 5634 
4% 2 5% 4%, 
71 334%, 70%, 623% 
55% 139, 7 # = Se 
35 3 4 
3h 21 , ah 27%, 
21%, 125/ 15% 13% 
13 i, 63 17% 4 
22%, 13% 23%, 18% 
4134 255 Seip 3614 
241/, ep 331 22/p 
18%, 10% 13% 11%% 
194 160 189 176 
105% 56% ye, 10214 
66% 434%, %12%, 62% 
191%, 1114 15% 113%, 
152 88 155 134 
63% 28%, 6756 56% 
26%, 15% 23% 18% 
1233, 89 132 8 
80%, 47%, 79 6714 
116} 973%, 114 106°/g 
671 3 81% 64% 
61 Ye pe 70%, 56 
26%o 21/eS -2BY_e 22H 
49%, = 27 62 425, 
654%, 40% 57 30h 
2514 1114 27 18% 
644, 44 74 
= 27% 413%, 37% 
493, 3817 421 8 
118% 83%, 92%, 82% 


Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


Last Div’d 
Sale $ Per 

3/3/37 Share 
27% $.25 
621 *2.50 
1021 72.50 
48) aGlag 
26% 1.60 
80 4.00 
221, 60 
4 *°2.00 
48 4.00 
By, aces 

29%, 
18) 1.00 
I, °2.00 
35 72.50 
Sait 4.00 
6814 *2.80 
13344 11.50 
141 00 
115 *4.00 
171 t.40 
61% *4.00 
ps *4.00 
8 60 
2 
4112 *2.00 
16} .80 
28% 1.20 
33% Beas 
oy 3.00 
41%, *1.00 
67 *3.00 
54 canal 
84) 2.00 
8%, Eee 
223%, t.50 
90% t.50 
5 eee 
255, pe 
*2.00 
68% oe 
178%, t.75 
169 6.00 
445, *2.40 
22% sivige 
59 3.00 
62 *1.00 
385% 2.00 
51 *2.50 
501, ea 
2944 1.00 
81 13.00 
17% *,60 
44, *1,00 
431% 2.00 
6334 3.00 
6834 t.25 
= 1.00 
63% 13.25 
48% 2.00 
43%, 11.00 
4114 t.50 
184 60 
5 nee 
21h 

3814 *1.68 
pts er 
1913 6.00 
a 2.50 
7 3.50 
a 
143% *3.00 
57% 1.50 
23% 2.00 
2 *3.00 
3 7.75 
11134  *4,00 
80) *2.00 
10%, t.75 
26% *1.20 
6014 °1.00 
5514 *2.00 
26%, aioe 
71 *1.00 
3714 1.50 
40 2.00 
87 *4.00 











UTILITIES! 


Will new factors develop 
market leaders in this group? 


H4vE certain utility stocks 
reached a point where much 
more rapid appreciation is in 
rospect? at recent develop- 
P t? What t develop 
ment promises to add substan- 
tially to earning power? 
A timely analysis of this important 
industry, with statistical study of the 
earnings possibilities of six favored 


companies appears in the current 
UNITED OPINION Bulletin. 


9 UNITED OPINION 


Stock Selections 
From these six issues our staff has 
selected two, selling below 35, that 
appear to have outstanding invest- 
ment possibilities. 


You may have this analysis and list as 
anexampleofthe UNITEDOPINION 
method of forecasting. 


Send for Bulletin W. S. 57 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston, Mass. 




















Odd Lots—100 Share Lots 


Small accounts receive the same cour- 
teous and painstaking attention as large 
accounts. 

Ten shares and more carried on conser- 
vative marginal basis. 

One share and more bought for cash. 


Your Inquiries Invited 
Ask for M.W. 806 


John Muir&(. 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 












POINTS ON TRADING 

and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for Booklet =_— 
Accounts carried on conservative mar, 


(iisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 








52 Broadway New York 








UNITED CARBON COMPANY 


DIVIDEND NOTICE 


A quarterly dividend of $1.00 per share has been 
declared on the Common Stock of said Company, 
payable April 1, 1987, to stockholders of record at 
three o’clock P.M. March 15, 1937. 

C. H. McHENRY, Secretary. 








"A LITTLE DOES A LOT” 


Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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BONDS 


—have ‘‘High-Grades” 
hit the ceiling? 


¥ 
SPRING 


OUTLOOK 


—what’s ahead for your 
investments ? 


¥ 
INVESTMENT 


TRUSTS 


—is this group of stocks 
a purchase? 


¥ 
INFLATION 


SAFEGUARDS 


—how to hedge yourself 
against ‘‘rubber dollars‘’? 


¥ 


yeeeee====CLIP & MAIL =<--"---=- 
Babson’s Reports 
Dept. 118-77 Babson Park, Mass. 


Send me the mentioned reports 
—gratis and no obligation. 








1 
4 
4 
4 
' 
‘ 
4 
7 
‘ 
1 
1 
4 
4 
' 
' 
‘ 
' 
' 
‘ 
‘ 
‘ 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage. of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘ODD LOT TRADING’’ 

John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 

20 LEADING AVIATION COMPANIES 
This new 1937 booklet with late statis- 
tical information which has just been is- 
sued by Dunscombe & Co., Members New 
York Stock Exchange, will gladly be sent 
to investors. (937) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 

































1935 
M High Low 
McKesson & Robbins................. 103%, 5% 
Mesta Machine.... s ... 42%, 24%, 
Minn. Honeywell... . ates eke 
Minn. Moline Power 7T¥e 3% 
Monsanto Chemical 943, 55 
Mont. Ward & Co. ... 40% 2134 
eS) rt eee ae 2134 4%, 
N 
PUN 5c ck bee oc bad Ses Sets bes i 
SSCS er 363/ 22%, 
National Cash Register................ 231% 13} 
National Dairy Prod.................. 2214 12% 
National Distillers..................-- 3414 23% 
LS ere cae alps 
National Power & Light............... 143, 4) 
| LOO = rr 833, 
LA 0 See oe 9 181 
Newport Industries................... 10% 4%, 
N DCC i <sGacn sssbeseesae 9 
North Amer. Aviation............... 71, 2 
(eo) 
6 Ear ey emma rs: wenn 14%, 9% 
| ee eee eee 175% 4% 
P 
Pacific Gas & Electric................. 315% 1314 
Packard Motor Car.................6- Th 3% 
Paramount Pictures................... 12 8 
ERS ond cace cid eheesus ox 843%, 57% 
oo eres 28% 12 iy 
Phillips Petroleum. .................. 133, 
oe eer 53%, 4234 
Public Service of N. J...........0000- 463, 203, 
PD Se ere Cone Si kg <s'o beanies 52%, 29% 
PRUE Sek sect ca scecewuesasenaes 17 5% 
R 
Radio Corp. of America.............. 13%, 4 
Radio-Keith-Orpheum................ 6 1% 
Remington —_— Doc wb ants sccacn eae 2034 7 
Saar 203, 9 
Reynolds (R. " J SS fe 585% 431% 
s 
Safeway Stores. .... 315% 
Schenley Distillers 561, 22 
ars, Roebuck. 69%, 31 
Shattuck (F. G.).. 12% 1%, 
Shell Union Oil... ... 16% 514 
Socony-Vacuum Corp. 1534 10%, 
Spiegel, Inc.......... 84 43%, 
Standard Brands... . 19% 12% 
Standard Gas & Elec 9% 1% 
Standard Oil of Calif. . 4114 273, 
Standard Oil of Ind.............. .. 33% 33 
SO Le ED ne 5234 35% 
SIIMIR, o.5'5o'0 35 bees es secb ows 18% 672 
err ere 1514 2% 
DP Ghia civcssessuaxsiswos 103/, 2%, 
EET Actis ec csseasaccsenuiseas 77 6014 
T 
SS eee ee 30%, 161% 
I IONE on 46 63 0 30k 0'a's o> 3634 283/, 
Texas Pacific Coal & Oil.............. 9%, 3% 
Tide Water Assoc. Oil 15% 773 
Timken Detroit Axle... 1314 42 
Timken Roller Bearing. . . .. 72% 2834 
Twentieth Century-Fox................ 24%, 13 
U 
Underwood-Elliott-Fisher.............. 871, 53%, 
Union Carbide & Carbon.............. 75%, 44 
Ce 1 See ea 24 143, 
ol See errr ree 3034 9% 
ED iis Sacha sks sew shineeen 78 
| Sa ee eee TY 1, 
EM a. ciwk aes sole wage oo 0 925, 6014 
ee = Lg et eddies sasteauw cts 1814 9% 
SE gaa pe ee 4014 
U. : industrial os a Ane ee 50%, 3514 
U. S. Pipe ‘agua EE Pee 225% 1434, 
Th ea ee 1714 91, 
U.S. Smelting, Ref. & Mining......... 124 913%, 
U.S. - CCC Unwones WG saGsnacun 5072 27 
TR Oe eee 119%, 73% 
Utilities Pw. ES errr rer 4% 1 
v 
MEER Ao cancccasscauccve nh snes 21%, 111, 
Ww 
MM en OS aia kemisicwseoe ss Se ook 
Warner Brothers Pictures.............. 103, 2%, 
ee eee 77% 2054 
Westinghouse Air Brake.............. 35%, 18 
Westinghouse Elec. & Mfg............ 98%, 3254 
EMR Sin wn angus cssencddoos 9% 3% 
OS Sr a eee 6514 51 
Worthington Pump & Mach........... 25% 11%, 
7 
Yellow Tr. & Coach, B................ 9% 256 
Youngstown Sh, & Tube.............- 47% 13 
Z 
PINE 5 ois cc ne siewagscevedsoe 14%, 1%, 


* Annual Rate—not including extras. 


t Paid last year. 


1936 1937 
High Low High Low 
14%, 85g 1434, 12% 
5 4052 69%, 59 
65 1 102 
1234 6% 155 11 
0 79 1 9014 
8 35%, 66% 53% 
223, 14 203, 17 
... 2 17% 
383%, 283%, 33%, 30% 
32% 21% 38% 29% 
28%, 21 26%, 231% 
333% 25% 31% 2712 
361 264, 37%, 33% 
14% 9 i, 14%, 11% 
78 5714, 3 70 
83 32% 98%4 «7B 
9 41%, 34% 
3514 23/ 344% 2972 
14, 6% 17% 13% 
18 12%, 19% 17% 
20%, 12% 224 16% 
41 30%, 38 321 
13% 6% 1234 10%, 
25 Tg 283%, 23% 
1121 69 102%, 97 
56%, 255% 59 52 
5234 381 5712 491 
56 40, 65% 55% 
501 39 5234 
697, 36% =: 721 66% 
247, 243%, 1914 
141/, 9%, 12% 10% 
10% 5 9% 7% 
25 17/2 283%, 21% 
29%, 116% 38% 27% 
60%, 50 58 55 
495g 27 46 4114 
55% 3734 5 421 
10114 59% 21/4 81 
1934 11144 173 1552 
28%, 143%, 34%, 26% 
1%, 12.19%‘ 1614 
11414 63 2834, 221g 
181/, 144%, 164%, 1514 
97% 5g 1414 8%, 
47% 35 50 4314 
484% 323%, 50 46 
703/g 5114 15%, 6734 
2414 16'/o 2 17% 
3014 14%, 335% 281g 
15% 9%, 20 13% 
91 70 I7% 712%, 
5514 28% 59% 503% 
443/, 33 43 3834 
1514 % 16% 13% 
213%, 14%, 21% 20% 
277% 2%, 28% 22 
74% #5 79 70 
38% 2% 381% 33% 
1023 74%, 100% 91 
105%, 71% 111 1011/5 
2BY 203%, 28%, 24% 
32% = 20% = 33% «27% 
964%, 68 91 79 
9% 538 81 6% 
87 6642 85% 80% 
191 141, 17 14%, 
125%, 801% 137 2 
31%, 435% 37% 
63% WU 711%, Ve 
49%, 16% 613% 4414 
103%, 724%, 93% 83% 
19%, 46%, 124%, 75 
154%, 115% 150 1393/4 
7 3% 4%, 3% 
30% 16%, 34% 2814 
123, 5% 17 1114 
18% 9%, 18 143%, 
964 724% 831 71% 
50% 34% 56% 48% 
153% 94% 167% 145 
6% 121%, 85/4 
71 44, 65%, 54% 
36%, 23%, 47 341 
23%, 8%, 37% 20% 
87%, 41% 95% 15% 
4% 11% «(40% 33 


t Paid this year. 


Last 


15714 
1134, 


45%, 
35 
945, 


38 


Div'd 
$ Per 
Share 


it. 75 
2.00 


19 
8 


45 
00 

+.35 

2.00 
*2.00 
+60 
1.50 
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A New Relation Between 
Earnings and Price 





(Continued from page 690) 


price-times-earnings ratios we can 
turn to the accompanying tables. It 
will be seen how great are the varia- 
tions: some stocks sell for as much as 
seventy times their last year’s earn- 
ings, While others can be bought for 
less than ten times what they earned 
in 1936. There is, of course, much to 
be said for the contention that stocks 
are selling more on the profits they 
are likely to show this year than on 
those they showed last. The discrep- 
ancy is so large that it is doubtful 
whether this is the explanation. 

Possibly there is no valid direct 
comparison between price-earnings- 
ratios of two companies operating in 
entirely different industries. Cer- 
tainly one is on sounder ground in 
making comparisons between like 
companies, or even between com- 
panies which will be affected in gen- 
eral by like conditions. It must be 
remembered, however, that price- 
times-earnings ratios are but the 
start to further investigation. Sup- 
pose of two public utilities one seems 
much under-priced: is it because of 
difference in financial position, in 
territory served, or because political 
agitation is particularly pronounced? 
Or, in the case of two railroads, one 
that stands out as being particularly 
high on a price-times-earnings basis 
may not indeed be so. This is be- 
cause a change in traffic and reve- 
nues does not mean the same thing 
to all railroad common stocks. One 
may be perfectly right in assuming 
that the traffic on the two roads 
will rise about the same amount. 
but to one road this might mean no 
more than a few cents on the com- 
mon stock while to the other, be- 
cause of leverage in capitalization. 
it might mean dollars a share. The 
“leverage” factor must be stressed for 
it is something that the careless user 
of the price-times-earnings method 
of appraisal is apt to overlook. 

When all the factors of which the 
investor can think have been taken 
into consideration and mental ad- 
justment made accordingly in rela- 
tive price-times-earnings ratios, it 
will be found that they have now be- 
come a valuable guide to the pros- 
pective stockholder. 
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STUDEBAKER PRESENTS 


‘a 
Wile 








Wde1 


OFFERING INFINITE RICHES WITHOUT 
REQUIRING THEM 





ERE is the limit in luxury at a 
limited price! A/ premium car 
without the premium! Looks and acts 
like $3000! A patrician if there ever 
was one! Newpillow type full Marshall 


spring upholstery. Rear seat center 
arm rest that’s almost table width. 
Front seat floor mat and kick pads 


match the upholstery. Cloth covered 





sun visors. Chrome sill panels. 


The beautifully air curved exterior 
of the State President has tiny fender 
lamps with chrome stripings. Chrome 
running board mouldings. The world’s 
only doors that shut lightly, tightly and 
silently. Enormously roomy trunks. 


And here’s the real news! This new 
State President is priced only a few 
dollars higher than the standard 
Studebaker President which everyone 
who has shopped the 1937 cars calls the 
finest car a little money ever bought! 














RAILROAD - 


NEW YORK STOCK EXCHANGE 


GULF BUILDING 
PITTSBURGH 





HIGH GRADE BONDS 
FOR INVESTMENT 
PUBLIC UTILITY - 


EMANUEL & Co. 


MEMBERS 


SO PINE STREET, NEW YORK 
TELEPHONE JOHN 4-1400 


THE WALDORF-ASTORIA 
NEW YORK 


INDUSTRIAL 


NEW YORK CURB EXCHANGE 


6 THROGMORTON ST. 
LONDON 



































Answers to Inquiries 
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called that this company is an im- 
portant producer of precious metals 
and of lead; as well as of copper; in 
fact, in 1935 copper represented less 
than half total production in dollar 
volume. 





Texas Gulf Sulphur Co. 


Do you foresee any early improvement for 
Texas Gulf Sulphur? It has not partici- 
pated to any extent in the market advance 
of the past year, and I am undecided 
whether to hold any longer—R. B. H., St. 
Louis, Mo. 


The striking feature of the 
quarterly reports issued by Texas 
Gulf Sulphur during 1936, is not 
only the fact of an increase over the 
preceding year, but the fact that 
with each successive quarterly re- 
port, the increase was proportion- 
ately larger. The quarter ending 
September 80, 1936, produced net 
earnings which were 60% greater 
than for the corresponding quarter 
in 1935, whereas the increase in the 
earlier quarters of 1936 were only 
approximately 40% over those in- 
terims in the preceding year. The 
acceleration and the pace of the in- 
crease in net earnings alone is suffi- 
cient to justify a constructive atti- 
tude toward the shares, and with the 
continuance of the factors which 
made the improvement last year a 
possibility, further increase seems a 
reasonable expectation in 1937; 
barring of course adverse develop- 
ments not anticipated. So far as the 
outlook for sales volume is con- 


cerned, that prospect is definitely 
favorable. Texas Gulf, together 
with Freeport Texas, produce about 
three-quarters of the world’s supply 
of sulphur, which is used so widely 
in industry that any sustained im- 
provement in general industrial 
conditions would almost necessarily 
entail increased sales volume by 


these producers of sulphur. Not- 
withstanding increased demand, 


these producers must keep price 
levels below a figure permitting suc- 
cessful competition with higher cost 
producers, so an increased profit 
margin is not reasonably to be an- 
ticipated. Increased net earnings, 
therefore, come from larger sales 
volume. There has been an element 
of uncertainty in the tendency to 
impose high taxes on the production 
of sulphur by those states in which 
the properties of Texas Gulf are 
located. This, of course, is a matter 
which cannot be definitely fore- 
casted, but it appears that there is a 
reasonable limit to which legislators 
who have the power to tax, can 
profitably exercise that authority. 
While we would not select the issue 
as one holding dynamic profit possi- 
bilities from a speculative stand- 
point, the return at present quota- 
tions is fair. The stock has, there- 
fore, attraction for certain classes of 
investors rather than for speculative 
profit possibilities. 





B. F. Goodrich Co. 


I will appreciate your current views on 
B. F. Goodrich common. Your opinion last 
December that this stock was behind the 
market proved 100% accurate as evidenced 
by its subsequent advance—J. J. C., Minne- 
apolis, Minn. 


The publication of the annual re- 
port for 1936 by the Goodrich Com- 





pany, showing an increase in sales 
of nearly 20% and an increased net 
profit from operations over 1935 well 
in excess of 100%, reflects wider 
profit margins as well as larger vol- 
ume of business made possible by 
generally improved industrial condi- 
tions prevailing throughout the later 
year. The 1936 net is calculated at 
about $4 a share on the stock out- 
standing at the close of the year, and 
current quotations cannot reason- 
ably be said to over evaluate actual 
recorded earnings. The conditions 
which made the betterment possible 
in 1936 continue to obtain, and 
should at least enable the company 
to sustain earnings at the improved 
vate, and very possibly to register 
further increases. The outlook for 
continued uptrend in tire sales is 
favorable, and since that constitutes 
almost two-thirds of the total vol- 
ume of sales, it is a vitally important 
factor. Notwithstanding the prom- 
ising outlook in this department, the 
growing importance of the mechani- 
cal rubber goods field, and the in- 
creasing applications of rubber in 
industries other than automotive 
trades, serve to strengthen the gen- 
erally encouraging prospects. Good- 
rich has in past years produced 
splendid results from its research 
laboratories, which have developed 
rubber compounds possessing quali- 
ties which have expanded the field 
of usefulness in industry, and opened 
up new avenues and new sources of 
revenue. While the record last year 
has fully justified our optimism, we 
are encouraged by the outlook to 
maintain a constructive attitude to- 
ward this stock. 


Atlantic Refining Co. 


I am very much pleased with my Atlantic 
Refining shares bought at 22, and would 
be interested in knowing to what extent this 
stock should benefit by the brighter outlook 
foreseen for the oil industry—E. FE. P., 
Seattle, Washington. 


Report of Atlantic Refining Co. 
for 1936 revealed net profit of $7,- 
342,197, equal, after dividend re- 
quirements on the 4% preferred 
stock, to $2.59 a common share. This 
compared with $3,970,598, or $1.49 
a share on the common in the pre- 
ceding year and was the best showing 
made by the organization since 
1929. This improvement was due 
primarily to the greatly increased 
volume of business enjoyed by the 
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company since the spread between 
the cost of crude oil processed, and 
the refined product remained un- 
usually small. Considerable progress 
was made by the organization dur- 
ing the year in increasing the effi- 
ciency of plant location and opera- 
tion. Several refineries which were 
found to be uneconomic were closed 
down, the undepreciated value being 
charged to earned surplus in the 
amount of $3,984,000. The construc- 
tion of new refinery facilities more 
than offset this development, how- 
ever, and the greater efficiency of 
the new plant should tend to lower 
production cost. While mounting 
gasoline stocks continue as a seri- 
ous threat to organizations such as 
Atlantic Refining, it may well be 
that the further increase in consump- 
tion this year will overcome this 
situation and permit the mainte- 
nance of the price structure on a 
satisfactory basis. Of course, this 
situation has continued to restrict 
speculative interest in the subject 
company’s stock, but progress made 
by the management in rounding out 
facilities should ultimately prove 
beneficial from an earnings stand- 
point. Finances of the organization 
have been maintained in excellent 
shape, which would indicate divi- 
dend payments pretty much in line 
with earnings. Since the shares ap- 
pear reasonably priced in relation 
to indicated current earning power, 
and longer term prospects are fav- 
orable, further retention of your 
holdings is suggested, despite the 
appreciation already enjoyed. 


t 


Guaranty Trust Co. 


I am told you recently published a fea- 
ture predicting a better outlook for the bank 
stocks, and as a new reader I would be 
grateful for your report on the extent to 
which Guaranty Trust Co. should benefit — 
T. N. W., Chicago, Ill. 


Report of Guaranty Trust Co. for 
1936 revealed earnings of $13,409,- 
158, against $12,795,875 in 1935. 
These amounts were equivalent to 
per share earnings of $14.98 and 
$14.22, respectively, based on the 
900,000 shares of stock outstanding. 
On the basis of 1936 earning power, 
Guaranty Trust stock appears high 
enough in the market. It is well to 
bear in mind, however, that the in- 
stitution, in common with others 
operating in the banking field, has 
thus far found it most difficult to 
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overcome the effects of low interest 
rates on commercial loans and the 
prevailing abnormally small return 
on portfolio bond holdings. How- 
ever, it is most encouraging to note 
that during the last half of 1936, 
loans and bills purchased increased 
for the first time in several years, as 
a result of better business conditions 
and a consequent greater demand 
for loans by commercial customers. 
That the amount of commercial 
loans will continue to keep pace 
with the revival which is spreading 
throughout industry is generally 
conceded. This situation by itself 
would normally tend to gradually 
lift interest rates, while the increase 
in reserve requirements, becoming 
effective in full on May 1, will also 
work toward that end. The Guar- 
anty Trust Co., as the third largest 
banking institution in the United 
States, should certainly participate 
fully in the generally better condi- 
tions indicated for the banking busi- 
ness. At present a large percentage 
of its assets are in cash and short 
term loans, which could readily be 
put to work at higher rates should 
the opportunity arise. Although the 


company’s stock has registered con- 
siderable improvement in the mar- 
ket over recent months, we feel that 
prospects are such that further long 
range enhancement may be reason- 
ably anticipated and accordingly 
suggest further retention. 


Deere & Co. 


1 have a substantial profit in Deere & Co. 
and have begun to wonder if the present 
price does discount future prospects. Your 
opinion as to what course to follow in regard 
to my holdings will be appreciated —D. W. 
G., Detroit, Michigan. 


Deere & Co. is the leading manu- 
facturer of steel ploughs and is the 
second largest producer of a com- 
plete line of farm machinery, com- 
bine and tillage implements. It is 
exceeded in size only by Interna- 
tional Harvester. The most im- 
portant development in the last de- 
cade has been the introduction of 
the light one-plough unit suitable 
for use on small farms and as sup- 
plementary power on medium sized 
farms. It has enabled the small 
farmer to mechanize his equipment, 
thus placing himself in a position to 











be lost without it. 














Finds Bell’s invention practical 


A 91 year old Kentuckian recently doubted that a voice 
could be carried over a wire. But a demonstration con- 
vinced him that the telephone really worked. 

It is interesting to realize that less than 60 years ago 
such skepticism was shared by almost everyone. 

And that today, almost everyone takes the Bell Sys- 
tem’s fast, dependable service for granted—and would 
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create substantial savings in the pro- 
duction of his crop. Naturally, it 
also means that the outlet for Deere 
& Co.’s products has widened. Dur- 
ing 1936 an increase in farm income 
to the extent of $1,000,000,000 in- 
creased the purchasing power of the 
farmer to a great extent. As farm 
income and sales of farm machinery 
bear a close connection, it is only 
logical to expect substantial gains in 
volume sales in the near term fu- 
ture. It is reasonable to assume that 
this will soon have its effect upon 
Deere as the Spring is the normal 
purchasing season for farmers who 
are anticipating tillage of their 
grounds. Therefore, it follows that 
with increased purchasing power and 
better conditions surrounding the 
agricultural industry, that they will 
turn their attention to replacing old 
discarded implements with the new 
and more up to date machinery. In- 
creased business was apparent dur- 
ing 1936 when Deere & Co. reported 
‘earnings on their common stock of 
$9.43 per share against only 83.93 
per share in 1935. The financial 
position of the company was also en- 
hanced by collections increasing ap- 
proximately 50%. At present, total 
current assets are $66,119,310, in- 
cluding cash and equivalent of 
$48,017,457 against total current 
liabilities of only $8,989,091. Thus 
we see that the company is in an ex- 
cellent position to clear arrears of 
$2 per share on their preferred 
stock. It is expected that comple- 
tion of this will be followed soon by 
disbursement on the common stock. 





Atlas Powder Co. 


Do you consider Atlas Powder still at- 
tractive and advise further holding. I have 
100 shares bought at 63 on the basis of an 
analysis in your Magazine last June—S. E., 
Boston, Mass. 


Although the manufacture and 
sale of explosives continues as the 
principal profit determinant of Atlas 
Powder Co., the organization has 
made considerable progress during 
recent years in the development of 
industrial chemicals. It is probably 
in the latter division that the great- 
est potentialities exist, although the 
demand for explosives is expected to 
increase further this year in line with 
greater mining and construction ac- 
tivities. It is interesting to note that 
the company reported for 1936 a 
gan of 41% in its cellulose products 
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division over the preceding year. 
That branch of the business ac- 
counted for about 29% of volume 
sales for 1936, against approximately 
25% a year before. Cellulose prod- 
ucts manufactured include lacquers, 
auto-top materials, and artificial 
leather, which are sold principally 
to the furniture and automobile in- 
dustries. A new plant near Wil- 
mington is under construction for 
the manufacture of certain new 
aleohols which are understood to 
hold excellent possibilities. This 
division is not expected to go into 
production until later this year and 
is not, of course, contributing to 
earnings at the present time. Earn- 
ings of the organization last year 
equalled $4.21 a share on the com- 
mon, after preferred requirements, 
against $2.81 in 1935 and in view of 
present favorable prospects, further 
improvement is indicated for the 
current year. Considering the 
probability of further gains in the 
explosive division and the favorable 
outlook for the industrial chemical 
activities of the organization, we be- 
lieve that further holding of your 
stock will work out satisfactorily. 





What's Wrong with the 
Can Stocks? 





(Continued from page 699) 


Continental Can may enter the field 
of bottle tops, which would be car- 
rying the war into Crown Cork’s 
territory with a vengeance. 

Nor are the established can com- 
panies going to sit back and let 
their new competitors have even the 
“increased” part of the market with- 
out opposition. All are expanding. 
American Can early this year an- 
nounced that it planned the con- 
struction of a new plant at Houston, 
Texas, to cost some $1,500,000. The 
new plant will manufacture both 
packers’ and general line cans. Last 
year this same company spent more 
than five million dollars on either 
new construction or the land for new 
construction. Continental Can spent 
almost ten million dollars on new 
plants and improvements during 
1936. The company’s president said 
in connection with this expansion 
that “At no time has the company 
been in a better position to turn 
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out a high grade product and to 
give prompt and efficient service 
to its customers wherever located.” 
Likewise, McKeesport’s National 
Can has been expanding and in 
December branched out into a 
somewhat different field by acquir- 
ing Pittsburgh Can, an old-estab- 
lished manufacturer of steel kegs 
and nails. The kegs will be adapt- 
able to certain divisions of the 
paint and chemical industries. All 
this evidence of expansion, other 
evidence that the constant research 
carried on by the big can companies 
has resulted in improved products 
and processes, unmistakably refutes 
those who see these companies as 
more-or-less moribund. 

Nevertheless, it is equally certain 
that the old placidity of the con- 
tainer industry has now disap- 
peared. The investor may do just 
as well as in the past, possibly bet- 
ter, but his passage will not be as 
free from anxiety. It is possible 
that the very raw material used by 
the can companies will be something 
different from today’s. Crucible 
Steel has a process for electroplating 
steel sheets with tin which is ex- 
pected to be as cheap or cheaper 
than the present dipping method 
and to result in a better product 
The potentialities of the new proc- 
ess are not clearly defined as vet. 
but should it fulfill its promise there 
would be direct repercussions on 
the can companies. Continental 
Can, for example, manufactures ap- 
proximately half its own tin plate 
requirements, while McKeesport 
Tin Plate, as its name implies, is 
primarily a manufacturer of this ma- 
terial, National Can, its subsidiary, 
being something of a side line. 

To sum up, therefore, we have on 
the favorable side of the picture the 
fact that the can companies are 
still earning profits that other com- 
panies would consider handsome, 
are still exceedingly strong both 
from a trade and financial stand- 
point, and that they are engaged in 
a business that is still expanding. 
On the unfavorable side, there is 
the fact that there has been some 
increase in actual competition with 
more threatened, particularly over 
the more distant future, and that 
the industry shows some signs of 
fundamental disturbance. It is the 
uncertainty and not the actual 
damage to the business, of course, 
that has brought about the decline 
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ASSETS 


Motor Lien Retail Time Sales Notes...... 
Motor Lien Wholesale Notes and Accept- 


Industrial Lien Retail Time Sales Notes... 
Open Accounts, Notes and Factoring Re- 
EUW AMES beepers cslnae sera s aa are pee aa 
Sundry Accounts and Notes Receivable... 
Customers’ Liability on Foreign Drafts and 
Letters of Credit (contra). «0.5. scc6 63s 
Repossessions in Companies’ possession at 
Gepreciated Values... ck. eens 
Investments: 
Sundry Marketable Securities (market 
WEIS DIG EDT 22000) ) cds ov cccn bh os x 
Investment Securities held by American 
Credit Indemnity Company of New 
York (market value $3,519,651.97). . 
Deferred Charges—Interest and Discount 
Each) 


Furniture and Fixtures. 


§23,529;529:59 


$143,998,158.15 


36,948,481.75 
$2,121,517.70 


29,626,535.14 242,694,692.74 
779,745.98 





130,150.71 


64,148.55 


$ 748,334.88 


3,309,771.89 4,058,106.77 
1,276,966.21 

4.00 
$272,533,344.55 


LIABILITIES 


Unsecured Short Term Notes (Subsidiaries 
$4,594,273.24).... 
Accounts Payable: 
Credit Balances of Manufacturers and 
Dene AICI 5.5 ocgie aes Saws 0s x $ 
Sundry, including all Accruals, Federal 
“clele fel: ¢) = aad D> << 
314% Debentures due 1951............. 
Contingent Liability on Foreign Drafts and 
Letters of Credit (contra).......... ; 


Contingent Reserves: 
Margin due Customers only when Re- 
ceivables are collected........... oP 
Dealers Participating Loss Reserves. ... 


Reserves for: 
Possible Losses and Contingencies...... $ 
American Credit Indemnity Company 
of New York— 
Insurance Reserves required by law, 
plus voluntary Reserves of $500,000. . 
Deferred Income and Charges (unearned) 
Capital Stock and Surplus: 


Minority Interests (Common Stock and 
Surplus—Subsidiaries).............. $ 


Preferred Stock—414% Cumulative 

CoS 16 2) | ae eee 
Common Stock, $10 Par Value........ 
Capital’ Surplus: ........ $17,901,981.58 


Earned Surplus........ 13,789,352.32 
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$142,14 


tKOo 


4,470,477.60 


_6,176,507.37  10,646,984.97 


30,000,000.00 





130,150.71 


$,862,865.60 


283,986.78 10,146,852.38 


mn 


,766,355.73 


917, (25:31 


12,369,093.66 17,053,174.70 


45,234.65 


12,269,900.00 
18,407,440.00 


31,691,333.90  62,413,908.55 





$272,533 344.55 





Summary of Operations 
Year Ended 
December 31, 1936 


Gross Receivables Pur- 


Ghaseu. .. hea $789,508,418.29 
€sross) INCOME... 2.0 64s < Sg:<% $ 26,551,746.85 


Operating Expenses (ex- 
cluding Interest and Dis- 
CONES ho Si acne ees 

Reserves for Losses in Ex- 
cess of Net Losses...... 

Net Income before Interest 
and Discount... e066 $ 16,511,336.28 

Interest and Discount 
SABES oe ees 1,941,880.10 

Reserve for Federal Income 


11,386,067.41 


GHOST it hor merece 2,409,568.70 
Net Income from Opera- Sr 
tions.... $ 12,159,887.48 


Less Net Income for 
Minority Interests..... 
Net Income on Capital 
Stocks of Commercial 


8,305.66 





Credit Company....... $ 12,151,581.82 
Reserve for Surtax on Un- 

distributed Profits...... 145,802.82 
Net Income credited to 

SUnplOSS nfs saeeaase $ 12,005,779.00 
Interest and Discount 

Charges—Times earned. 8.50 
Net Income per share on (a)  (b) 


Common Stock, includ- 
ing scrip, outstanding at 
end Of period: . 25..2 64... $6.15 $ 6.07 
Net Income per share on 
414% Cumulative Con- 
vertible Preferred Stock 
outstanding at end of 
PORORNS. «cs Sette octet sos 99.03 97.84 
Dividend requirements on 
414% Cum. Convertible 
Preferred Stock  out- 
standing at end of period 
—Times earned........ 23.30 23.02 
(a) Before provision for surtax on undis- 
tributed profits. 
(b) After provision for surtax on undis- 
tributed profits. 


Analysis of Earned Surplus 


Net Income credited to 

SUP OHIS ar: Srocs suc ses $ 12,005,779.00 
Excess Reserves on closed 

banks returned to Earned 


SSULIIUS . scideaen Meier sc esehoxsrree . 56,065.59 
PROM aay etn dee era $ 12,061,844.59 
Less dividends paid in cash 
on: 


Various issues of Pre- 
ferred Stocks, since 
PERO Lo. e.8 5 zee 

414% Cum. Conv. Pfd. 
Stock, issued June 30, 
jes | aes Pe ahr 

Common Stock ....5.055.. 

Furniture and Fixtures 
WHIClEtH Olin. 4.62 ck eres 202,351.15 
Ses} ee aie eg eae el? $ 10,006,592.92 
Net Surplus Credit for per- ee 
(o's areas wee es aes 2,055,251.67 
Earned Surplus Balance, 
beginning of period..... 11,734,100.65 
Earned Surplus Balance. _ 
endiob period 3. 35....<.5-< 


53177202 


289,680.00 
8,982,789.75 


$ 13,789,352.32 
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in the can stocks and the decline at 
this point in all probability has 
gone sufficiently far to discount any 
actual damage that is at all likely 
to be done over the next year or 
two. Hence, there would seem to 
be no reason to eliminate invest- 
ment holdings of the can stocks, for 
they are more likely to show moder- 
ate appreciation from today’s quo- 
tations than further decline. On 
the other hand, one can _ hardly 
count upon time to dissipate the 
uncertainty that overhangs these 
companies and because of this there 
are undoubtedly securities  else- 
where which offer greater oppor- 
tunities for price appreciation. 





The Break-Up Value of 
Utility Holding Companies 





(Continued from page 703) 


in assets having a ready marketable 
value, as shown above, can be ac- 
counted for only on the theory that 
a good deal of the alarmist psychol- 
ogy still remains from the time of 
the Congressional battle over the 
passage of the Act. Similar discounts 
indicated for issues such as United 
Corporation and Stone & Webster 
(whose utility investments have a 
quoted value) might also be attri- 
buted to the prevalence of this sen- 
timent among investors and specu- 
lators of fearing the worst from 
utility holding company dissolution. 

The large majority of holding 
companies have their major interests 
in operating units or intermediate 
holding companies, whose shares 
have no listed market. Consequent- 
ly the break up value of the parent 
company issues are not as readily 
ascertainable. In such cases, the in- 
vestor who wants to make an ap- 
praisal of his position in the event 
of a break-up must rely upon arbi- 
trary methods of appraisal, based on 
some broad generalizations as to the 
probable course which the utility 
managements and the Federal reg- 
ulatory officials will pursue in car- 
rying out the provisions of the law. 

Assuming that provisions for in- 
vestor protection are strictly en- 
forced, it follows that junior secur- 
ity holders of the parent companies 
will receive, in one form or another, 
the capitalized value of their com- 
panies’ holdings of subsidiary securi- 
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ties. In appraising the value of 
such securities the first step would 
be to “capitalize” the consolidated 
net earnings (before parent com- 
pany expenses) of the systems 
presently controlled. For an ac- 
ceptable valuation of such earning 
power, the appraisal of the stock 
market itself might well be used as 
the yardstick. 

On the average, thirteen stocks of 
representative operating companies 
today sell at approximately 16.8 
times 1936 earnings. The bulk of 
the assets of the holding companies 
similarly is represented by equities 
of operating units. Consequently, 
the earning power of these assets 
might be assigned a capitalized value 
of 16.8 times the balance accruing to 
the parent company, plus all parent 
company expense, since all such ex- 
pense theoretically would be dissi- 
pated in dissolution. 

In this manner, the theoretical net 
worth behind holding company se- 
curities is calculated in the accom- 
panying table, with whatever adjust- 
ments or estimates to individual 
items that are necessary to present 
the data on a comparable basis for 
each system. From the capitalized 
value thus established is then de- 
ducted the full principal value to 
which bondholders and _ preferred 
stockholders would be entitled in dis- 
solution. The remaining “net worth” 
of the fixed assets, plus the net work- 
ing capital of the parent company 
indicates the theoretical breakup 
value of the junior stock, expressed 
in the tabulation in terms of a per 
share value. 

In comparing the theoretical val- 
ues thus arrived at with the recent 
market prices for the common stocks, 
it is noted that a broad relationship 
appears to exist, although obviously 
a break-up value in a hypothetical 
dissolution some two or three years 
hence could hardly be expected to be 
reflected in current stock market 
valuations except in a very general 
way. If the ultimate break-up value 
is to be determined on the basis of 
the capitalized value of earnings 
from operating units, however, there 
must be an element of considerable 
assurance to holders of the holding 
company stocks to note that in a 
general way, current quotations are 
not out of line with the present cap- 
italized value of current earnings of 
operating units. 

Because of the imponderables in 


the whole utility holding company 
problem, it does not seem practical 
to work out probable break-up val- 
ues two or three years in the future, 
when the holding company changes 


must take place. One of the most 
important variables that would 
change these equations in the future 
is the ratio of earnings to valuations. 
The 16.8 to 1 relationship that ap- 
pears acceptable at present might be 
considerably altered by mass _psy- 
chology—either for the better or 
worse. 

Another important variable is the 
base of operating company earnings 
upon which the whole study of val- 
ues has been built. The upward 
trend of electric power consumption 
was not permanently altered by the 
depression and during the more re- 
cent phase of the general industrial 
recovery, the gains in net earnings 
of utilities have been greatly accen- 
tuated by the leverage factor in their 
complicated capital structures. With 
this background of the industry in 
mind, it is worthy of mention that 
there is nothing as yet indicated in 
either legislation or probable pro- 
cedure that would rob the equity 
security holders of the benefits of 
this leverage in a period of further 
recovery. Since claims of senior se- 
curity holders would be limited to 
the stipulated value of such issues 
in liquidation, it follows that all of 
the increment in value resulting in 
further earnings improvement of 
these systems during the next two 
or three years would accrue to the 
common stockholders. 

As a thought provoking illustra- 
tion, it might be stated that on the 
method of valuation used in this 
analysis an issue such as American 
Power & Light common stock would 
have its theoretical break-up value 
more than doubled through an in- 
crease of 20 per cent in the consoli- 
dated earnings as applied to the ex- 
isting capital structure. From the 
calendar year 1936 to the twelve 
months ended September 30, 1936, 
the consolidated earnings of this sys- 
tem increased approximately 40 per 
cent. Continuation of the recent 
trend of earnings of the systems 
tabulated, without interruption un- 
til 1940 when the dissolution pro- 
visions of the utility act become 
compulsory, would result in a base 
for very substantially larger break- 
up values than those indicated in 
the tabulation. 
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Assuming, as we have throughout 
this discussion, that the constitution- 
ality of the Public Utility Act might 
be sustained by the Supreme Court, 
the provisions of the act giving spe- 
cial investor protection would cer- 
tainly go along with the provisions 
enforcing the holding company cor- 
porate changes. In the past, even 
when “trust busting” governmental 
activities were directed quite frankly 
against small “entrenched” security 
owning groups, the results have sel- 
dom, if ever, been detrimental to 
security values in the long run. The 
old Standard Oil Trust furnishes a 
classic example—stockholders hav- 
ing received shares in 33 separate oil 
companies, the present worth of 
which would represent an enormous 
gain over the value ruling at the 
time the decree was handed down. 
Again, the experience of the share- 
holders of the original American 
Tobacco Company comes to mind, 
since these investors received their 
prorata interest in fourteen separate 
companies into which the old trust 
was broken down—these interests, 
incidently, including the present 
American Tobacco, Liggett & Myers, 
Reynolds and Lorillard shares, own- 
ers today of the four leading brands 
in the gigantic cigarette industry. 
Both of these widely quoted ex- 
amples of corporate dissolution were 
forced through laws upheld by the 
Supreme Court after prolonged liti- 
gation and passed by Congress in an 
attitude of vindictiveness and over 
the cry of “ruin and disaster” that 
was not dissimilar to the present util- 
ity holding company controversy. 





Yellow Truck & Coach 
Manufacturing Co. 





(Continued from page 683) 


with the railroads, with air service 
and in some instances with steam- 
ships. Promotional or “excursion” 
rates by one or another competing 
form of transport can at any time 
take traffic from the buses. Like 
the railroads, they are subject to 
multiple taxes. Finally, there is 
the expense of owning or leasing 
terminals. 

This does not imply that the 
market for inter-urban buses is 
close to saturation, but that the 
longer potentialities are not of a 
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12,000 
New Johs for 
NewEngland 


ORE than 12,000 new jobs 
M were created during the 
past five years in communities 
served by the New England Gas 
and Electric Association of the 
Associated System. These new jobs resulted from the location of 168 
new concerns in these areas and the expansion of 311 already there. 
This activity was encouraged by a definite industrial development pro- 
gram, in which community organizations, the New England Gas and 
Electric Association, and the System's Industrial Development Divi- 
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Shaded Areas Are Principal Communities 
Servedwith Gas or Electricity or both by New 
England Gas and Electric Association. 


The textile, shoe, metals, and 200 other types of New England 
industries profit from that section's skilled labor, nearness to mass 
markets, fine tradition of quality, and general spirit of cooperation. 

Full information about this area may be secured from New Eng- 
land Gas and Electric Association, Cambridge, Mass., or from our 
Industrial Development Division, 150 Broadway, New York. 
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New York Curb Exchange 








ACTIVE ISSUES 
| Quotations as of Recent Date 





| 

1937 _ 1937 

| Price Range Price Range 

| ” aE eR gg ™ NEE Ng 

| Name and Dividend High Low Price Name and Dividend High Low Price 
Alum. Co. of Amer.......... 173 146 1641, Imperial Oil (+.50)........... 244%, 21 23%, 
Amer. Cyanamid B (+.60)..... 35% 31% 32% Iron Fireman (1.20)........... 27% 23%, 23% 
Amer. Gas & Elec. (1.40)..... 48%, 39 40 Jones & Laughlin............ 122 905% 120%, 
Amer. Lt. & Tr. (71.20)....... 26144 21% «22 Lake Shore Mines (14)....... 59%, 56 58%, 

| Amer. Superpower........... 3 2%, 2, Molybdenum............... 11 914 9% 

| Assoc. Gas & Elec. “A"..... 514% 352 3%, Mueller Brass (71). .......... 525%, 411%, 52 
eee ee 53% 44 4%, National Bell Hess........... 3% 25% 2Ye 
Cities Service Pfd............. 60 50% 521% National Sugar Ref. (2)....... 28 254% 25% 
Colum. G. & E. cv. Pfd. (5)... 10444, 79 84, New Jersey Zinc (72)........ 93% 78 901, 
Colum. Oil & Gas ({.20)..... 10% 7% 9% Newmont Mining (*.75)...... 135 120 132% 
Commonwealth Edison (74).... 139 11814 123% Niagara Hudson Pwr. (1.40)... 16% 14% 14% 
ORIOL AIMEE sos nice cots ce 28% 22%, 27%, Pan-Amer. Airways ({1)...... 75% 593%, 70 
Consol. Copper............- 101%, TY, 9% Eo || ae 9% 6% 7 
Consol. Gas Balt. (3.60)...... 89% 8144 8114 Pennroad Corp. ({.25)........ 5 4% 4p 
Creole Petroleum (7.50)...... 38 31% 33% — Pepperel Mfg. (+6)... 14734 130 140 
Eagle Picher Lead ({.60)...... 27% 20% 26% Pitts. PI. Glass (16)... .. 147% 125 = 145 
Elec. Bond & Share.......... 284, 21% 25% Sherwin-Williams (4)......... 152 133 151 
Elec. Bond & Share Pfd. (6)... 8742 79 8452 South Penn Oil (+1.50)....... 48 44 4674 
Ex-Cell-O A. & T.(*.20)..... 26% 1834 243% CaM Sie © 5c <5 ose ss 1354 9% 131% 
Ford Mot. of Can."A"(1)..... 2934 22%, 27 United Lt. & Pw."A"....... 11% 8 9" 
General Tire...........--+.. 30, 18% = 29% = United Lt. & Pw.cv. PECL "A" 75% 59 62 
Glen Alden Coal (/1)........ 15 1214, 13% 
Gulf Oil of Pa. (*.25)........ 634% 56 593% * Paid this year. 
Hudson Bay M. & S. (1)...... 42 324%, 37% + Annual rate—not including extras. 
Humble Oil (1.50)........... 87 77%q 831% t Paid last year. 

\ 
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magnitude equal to those in urban 
bus service. Moreover, the bus, 
like the airplane, is still in transition 
and even though buses have a theo- 
retical life of about ten years the re- 
placement market already looms 
large. We see air lines junking 
ships still capable of safe flight be- 
cause they can obtain ships capable 
of carrying a bigger pay load and 
arning bigger profits. The same 
tendency, although on a less urgent 
scale, is present in commercial bus 
operation. 

Not many years ago the last word 
in urban buses was the Fifth Ave- 
nue Coach Company’s lumbering 
double-decker with capacity for 
thirty-four passengers and weighing 
four tons, with hard rubber tires, of 
course. A big step forward was Yel- 
low’s eleven ton, steel and wood 
double-decker with capacity for 
fiftv-four passengers—but this has 
now been surpassed with an_all- 
metal, double - deck balloon - tired 
vehicle which will carry seventy- 
two persons in comfort although 
weighing only nine tons. There will 
soon be 200 of these buses, price 
$20,000 each, on the New York and 
Chicago lines of Omnibus Corpora- 
tion. 

The cross-country bus is also being 
stepped up in capacity, efficiency, 
comfort. For example, the newest 
Greyhound, built by Yellow Truck 
& Coach, is of aluminum construc- 
tion, with engine in rear, comfort- 
ably seats thirty-six passengers, is 
three tons lighter than the model it 
is replacing and a few inches shorter, 
yet provides more leg room in seat- 
ing arrangements. Such buses cost 
about $14,000 each. 

Biggest customers of Yellow are 
Greyhound Corporation, Public 
Service Company of New Jersey and 
Omnibus Corporation. It lays 
claim to 43 per cent of the transit 
buses in New York City, 94 per cent 
in Philadelphia, 80 per cent in Chi- 
cago, 70 per cent in St. Louis, 77 
per cent in Newark and 64 per cent 
in Washington, D. C. In more than 
a score of smaller cities all transit 
buses are Yellow. The runners-up 
in this field are Twin Coach, White, 
Mack and A. C. F. 

Total truck sales last year were 
moderately above the 1929 figure, 
but volume in trucks of less than 
144 tons capacity topped that 
of 1929 by more than 50 per 
cent. Replacement demand, al- 


though heavy, cannot account for 
so dynamic a gain. Evidently 1929 
ideas of what constitutes the satu- 
ration point in light-duty trucks 
must go by the board. Even allow- 
ing for substantial future replace- 
ment demand, however, it is ob- 
vious that present production rate 
of about 325,000 light-duty trucks a 
year cannot prevail indefinitely. 
Moreover some of this gain has been 
at the expense of one to two-ton 
trucks, which probably is one of the 
reasons why Yellow Truck has en- 
tered the light truck field. On the 
other hand, current demand for 
trucks ranging from 3 to 10 tons 
capacity is less than half what it 
was in 1929 and this is to be ac- 
counted for by madequate recovery 
in construction and the heavy indus- 
tries rather than by shift to light- 
duty vehicles. Hence, it may be 
reasoned that another year or two 
of recovery should produce large 
gains in sales of medium and heavy- 
weight trucks. 

As heretofore indicated, the po- 
sition of Yellow-Truck in the truck 
market is not as strong as its rank 
in the bus market, but it is defi- 
nitely improved. While complete 
figures are not yet available, they 
will show that the company’s share 
in 1936 new truck registrations ap- 
proximately doubled at something 
above 4 per cent of the total. Unit 
sales for nine months were 21,115 as 
compared with 8,408 for the first 
nine months of 1935 and for the full 
year are believed to have topped 
30,000, a record volume but due 
chiefly to the new low-price line. 

Late last year in order to avoid a 
heavy undistributed profits tax, the 
company put into effect a recapitali- 
zation plan in which outstanding 
class “B” shares were increased to 
2,200,000 through sale of 900,000 ad- 
ditional shares to stockholders at 
$10 per share. Of proceeds raised, 
$4,500,000 was applied against ar- 
rears of approximately $9,000,000 on 
the $7 preferred stock and balance 
used to augment working capital, as 
required by large increase in busi- 
ness volume. 

There still remain to be cleared 
arrears of $28 per share on the pre- 
ferred stock before any dividends 
can be paid on the two classes of 
common. When such arrears are 
cleared the class “B” will be en- 
titled to arrears of $1.12% a 
share, after which the 800,000 com- 


mon held in entirety by General 
Motors will be entitled to $2.25 a 
share before further payments may 
be made on the class “B.” Thus any 
distribution on the class “B” ean 
scarcely be regarded as a near term 
probability, although it is possible 
that arrears of $28 per share on the 
preferred and of $1.1214 on the class 
“B” may be cleared simultaneously 
near the close of the year when the 
company reckons its profits against 
the Federal surplus earnings tax. 
Continuance of present volume 
would assure 1937 sales and profits 
substantially above 1936 record 
highs of $59,426,329 and $5,089,024 
respectively. On combined 800,000 
common held by General Motors 
and 2,200,000 class “B” shares last 
year’s profit was equal to approxi- 
mately $1.36 per share, after allow- 
ance for $7 preferred stock. In ad- 
dition to the 800,000 common Gen- 
eral Motors owns approximately 19 
per cent of the outstanding class 
“B” and more than 72 per cent of 
the preferred. Its own profit per 
dollar of sales last year having been 
some 16 per cent, against 8.5 per 
cent for Yellow Truck, General Mo- 
tors should still be able to teach its 
offspring some tricks in the art of 
making motor vehicles—and money. 
The class “B” cannot be called a 
bargain around recent price of 34, 
but with the trend of volume and 
profits strongly in the company’s 
favor, the equity can probably be 
considered a logical candidate for 
speculative purchase in any period 
of intermediate market reaction. 





Rising Copper Prices Are 
Boosting Company Earnings 





(Continued from page 695) 


balance and consolidate a_ price 
structure, than to make any fever- 
ish attempt to deliver copper in a 
buyers’ rush. 

The recent price advances do 
greatly alter the outlook for most 
mining companies, they have been 
well down in the trough of the de- 
pression. Ten cent copper may per- 
mit some low cost companies to 
break even; but there are those 
whose costs are too high to so op- 
erate. Fifteen cent metal is an- 
other matter, with such a price ore 
reserves can be carefully handled, 
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Off the Press! .. . 


To Invest Successfully in 1937 
You Must Act on Facts... 


To give you immediately the status of the various industries and 
the situation of each individual company as well as an analysis 
of the economic and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Fifteenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security 
and Economic Facts 




















































Facts, Graphs and Statistics that A most complete and helpful Manual prepared in a unique style, that saves 
will help you make your 1937 you time and yet gives you complete information on every important ins 
Business and Investment Plans. dustry and security. 


Yearly Magazine Subscribers Receive This Volume FREE 


7 CoMPLETE STATISTICAL REcorps—plus one hundred tables and charts,—gives 
you a complete record of all the leading companies in every important industry 
for the past three years, in addition to high, low and last prices for 1936. 


Factual 
and INTERPRETATION AND ForEcAsT—The clarity and simplicity with which we present 
: all data and interpretive comment will give you a clear and accurate picture—~ 
interpretive not only of the individual corporation, but of the industry of which it is a com: 
ponent part. Our interpretation and forecast will give you the benefit of our 
e expert judgment in analyzing these corporations and their trends for 1937, 


The financial position of all leading companies, showing the ratio of assets to liabilities, the net working capital, etc., will be 
included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 


MARKETS... DOMESTIC TRADE AND BUSINESS... 


Analysis of the Stock Market for 1936 with 1937 Outlook. Analysis of the Business Situation from the standpoint 
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—Commodities—Including Graphs Indicating Price Trend. 


—Comparisons of earnings of all leading companies for several —Record of Production of Leading Commodities and New Pra, 


years past,—-and indicated trend. duction Trend. 
—New Stock Listings. —Corporate Financing in 1936 and Prospect for 1937. 
—Stock Market Prices 1935-1936. —New Industries. 
—Over-the-Counter Prices. 
—C Market Prices. 
acs cease SECURITIES ... 
3 Years’ Earning Record—Capital Structure—Financial 
BONDS... Position. Illustrated with Charts and Tables. 
—Railroads —Chemicals —Steel —Shipping 
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lower grade ores sent through the 
mill and show a profit. No good 
mine manager likes to keep his cost 
figures down by hoisting only the 
better ore. 

Average monthly domestic pro- 
duction, under restriction, in 1936 
was about 50,000 tons plus scrap, 
perhaps 10,000 tons; average for- 
eign production nearly 70,000 tons. 
January domestic production 62,254 
tons; foreign production 98,722 tons. 
How rapidly these figures may be 
built up and what effect resultant 
deliveries are to have on the price 
level is for the future to determine. 

One of the paradoxical facets of 
the market is the argument arising 
over the 4c tariff which we now 
enforce against metal from abroad. 
Anaconda, as a producer, refiner, 
fabricator, at home and abroad, is 
ordinarily a buyer of copper in the 
domestic market, while the copper 
from South America, Chile’s electro- 
lytic, Andes’ output, goes abroad, 
as does Kennecott’s copper from 
Braden. With these producers in- 
volved on both sides of the tariff 
hurdle, no one can say what their 
attitude may be. The present tariff 
regulation expires on June 30th next 
unless it shall be extended. 

Aside from all such discussion, 
there remains our own accumulated 
demands, England’s announced de- 
termination to borrow £400 million 
($2 billion) and spend it on her 
war machinery. There is a_possi- 
bility that the British Empire’s de- 
fense program may run to the as- 
tounding total of $15 billion. There 
are other nations desiring copper— 
Germany to the extent of her abil- 
ity to accumulate foreign exchange 
wherewithal to pay for the metal; 
Japan and Italy. In the face of such 
demand, higher prices are inevitable 
and copper is a world market item. 
Sales for the month of February in 
the domestic market ran ahead of 
production of 62,254 tons to a total 
of more than 67 thousand tons, 
hence the tight situation and the 
consumers’ rush to buy. Producers 
are sold so far ahead that some of 
them are buying from speculators. 

There is some talk of drastic ac- 
tion by the British Government 
looking to arbitrary price control of 
its copper purchases but it does not 
seem to be seriously considered. 

All in all, most serious considera- 
tion should be given to two ques- 
tions—What further price advances 
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in copper shares may be predicated 
on the wider use, the higher price 
of the metal, the greater profits 
won, and secondly — What other 
items in the list of raw materials are 
to fall in behind copper and march 
to like higher price horizons? 

As a last word, it seems plain that 
copper shares must advance, forced 
upward by a demand, admittedly 
abnormal and more or less unsatis- 
factory as compared with proper in- 
dustrial consumption, but neverthe- 
less, real and apt to be pyrotechnical 
in movement. . 





How to Profit by New 
Inventions 





(Continued from page 697) 


In the field of board, Masonite comes 
to mind as one of the exceptions in 
that anyone buying the stock as 
soon as it was available has hand- 
some profits in a company which 
today is little more than ten years 
old. 


The chemical companies produce 
new products so thick and fast that 
it is hard to keep track of them and 
still harder to visualize their market 
potentialities. The introduction of 
an entirely new plastic, or the dis- 
covery of some previously unknown 
property possessed by an already 
established material of this kind, 
appears to be almost a monthly oc- 
currence. “Pontalite” is the name 
given to an extremely interesting 
plastic recently invented by the Du 
Pont company. Likewise, there is 
constant progress in organic chem- 
istry and in that division of the in- 
dustry which concerns itself with 
the production of both strange and 
synthetic products from petroleum. 


Again, however, no one can fail 
to remark how large a proportion of 
the new chemical discoveries are an- 
nounced by a handful of big com- 
panies—Du Pont, Union Carbide, 
Dow Chemical and a few others. 
Eastman Kodak’s chemical subsidi- 
ary also is gazing ahead at new 
fields and, incidentally, the parent 
company sees possibilities in the 
polar screen—a device which may 
give us three-dimensional motion 
pictures whose realism would far 
exceed anything seen today. Another 





adaptation of the same device would 
be for eliminating the glare of auto- 
mobile headlights. 

With so much that is new going 
on in the bigger companies, one 
would think that it would satisfy 
anyone’s desire for investment 
glamor. Judged by the daily cor- 
respondence received by this pub- 
lication, however, it seems that there 
are still people willing to put their 
little all into some nebulous new in- 
vention. When it finally collapses, 
usually for the reason that it is in- 
adequately financed but sometimes 
because of fraud, advice is sought 
too late. Even though there are 
things which, starting from small 
beginnings, have made founders and 
associates rich—Ford and his ori- 
ginal partners, for example—it is 
still contended that in the initial 
stages a new invention or process is 
best left to the established corpora- 
tion or the wealthy individual. Un- 
der these circumstances, if it fails, 
as it probably will, the damage done 
will not be fatal. For the average 
man of moderate means the way to 
profit from new inventions is through 
the big companies. 





Keeping Cool About Hot 
Money 





(Continued from page 685) 


for measuring prices. It is “Frozen 
Gold” and not “Hot Money” that 
gives cause for alarm. 

For gold will continue, in so far 
as it is free, to flow to countries 
which have some semblance of sta- 
bility in preference to countries 
where social disorders exist or cur- 
rency fluctuations are expected. As 
a product of nervous uncertainty, 
converted funds are held in highly 
liquid form, are subject to change 
without notice, and herein lies the 
danger—a psychological danger of 
panicky short selling, inflamed by 
fear for which there is no real foun- 
dation. Of the seven and a half 
billion dollars of foreign money in- 
vested in this country, the greater 
part is here to stay; not more than 
two billion represent short term 
banking funds and securities and 
only a fraction of this amount is 
destined for immediate withdrawal. 
Keep cool about hot money and its 
danger is largely illusory. 
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All the Facts You Need Each Month 
to Check Your Security Prospects 





OW often you have seen your 

broker consult Adjustable Stock 
Ratings to quickly give you some 
desired fact! 


But have you considered how help- 
ful—how interesting it would be for 
you to have all the essential facts on 
every leading common and preferred 
stock at your fingertips? 


Whether you want to keep a check 
on the securities you now hold—or if 
you want the latest available facts 
on the securities you may think of 
buying—Adjustable Stock Ratings 
can repay you its small subscription 
price many times over in a few days 
or weeks. 


IT TELLS YOU— 


What is the ticker symbol? What 
stock is represented by some un- 
familiar symbol? 


On what exchange is it listed? 


What is the outlook for the industry? 
—the company? 


What is its line of business? 


Is there a large funded debt out- 
standing? 


Are there a large number of shares 
outstanding?—or just a small float- 
ing supply? 

What is the par value?—the divi- 
dend rate?—when is the dividend 
payable? 

What were the 1934 and 1935 earn- 
ings? How do earnings for the last 
quarter compare with the earnings 









JUSTABLE 
STOCK RATINGS. | 


Issued on the 15th of every month 














112 pages of clear, readable type 
—all the latest information 
found elsewhere only in statisti- 
cal works costing from $50 to 
$150 a year and more. 


for the same period last year? 
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swung against further discrimination 
if such chains as A. & P., Kroger, 
Sears, Ward and Penney will under- 
take a real public-relations job at 
this time. The better chains have a 
story to tell, in their contribution to 
employment and payrolls, their li- 
beral sickness and vacation policies, 
their saving to consumers in lower 
prices, and their ability to absorb 
and distribute surpluses quickly. 
Safeway’s example on the Coast, in 
winning the approval of agricultural 
producers and consumers alike, sets 
a precedent which other chains seem 
ail too slow to follow. 

The Robinson-Patman Act com- 
plicates merchandising somewhat, 
but only to the extent that the 
chains’ discount and allowance de- 
mands in the past have been unfair 
to smaller competitors. Charges by 
the Federal Trade Commission 
against some chains and producers 
on the ground of alleged inequalities 
in the spread of quantity discounts, 
and against one large food chain on 
the ground of alleged continuance of 
prohibited brokerage charges dis- 
guised as discounts, will serve to 
clarify ambiguities in the Act and 
assist in its practical application. 


It has been noted in isolated cases 
that with the restriction of adver- 
tising allowances and_ discounts 
there has been some increase in the 
sale of private brands. One such 
product is held up as an example 
because its sales increased 30 per 
cent within three months after pas- 
sage of the Robinson-Patman Act. 
But the sales of the listed national 
brand companies show no evidence 
of a change in consumer preference. 

What has happened, however, is 
that the linage of local grocery ad- 
vertising of branded _ products 
dropped 6.2 per cent in 1936, while 
the national copy placed directly by 
food manufacturers increased. Local 
grocery linage as measured daily in 
100 cities by Media Records de- 
creased during 1936 from 93,550,000 
lines to 87,800,000 lines, or 6.2 per 
cent. General display advertising of 
grocery products increased from 64.- 
000,000 lines in 1935 to 72,300,000 
lines in 1936, or 13 per cent. The 
gain of 8,300,000 lines is 143 per 
cent of the 5.750.000 lines dropped 
by local retailers. 

If that trend continues, neither 
the manufacturer nor the retailer 
nor the newspapers will lose by the 
shift of control of national advertis- 
ing appropriations. The Patman Act 
does not prohibit advertising allow- 
ances. It only requires that they be 
proportionally equal to all and that 
they be spent for advertising. 

The policy at present of the larger 
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ACTIVE ISSUES 
Quotations as of Recent Date 


Bid Asked 
American Book Co (4)............ 68 71 
American Hardware (1)............ 4314 4434 
Climax Molybdenum (1.20)........ 4814 501, 
Columbia Broadcasting "A" ({3.30).. 50 52 
Crowell Publishing Co. (3)......... 52% 551% 
Dictaphone Corp. (1).............. 69 72 
Draper Corp. (*4.40).............. 83 86 
3 oS UA 30 32 
National Casket (3)............... 48 50 
Goovll tig. CIB). ..... 2. ccc csee 5314 54% 
meaper Org: Go, C716)... ...... 02.000 340 344 
Trico Products (°3Y@).......-...00. 407%, 4252 
Wilook BSS... . .5 oss cess sce 26 29 
PUBLICjUTILITIES 
Alabama Power Pfd (7)..........- 84 86 
Carolina Power & Light Pfd. (7)..... 99% 101 
Central Maine Power Pfd. (31)..... 920 94%, 
Columbus Rwy. Pwr. & Lt. Pid. (6).. 109 11114 
Columbus Rwy. Pwr. & Lt. Pfd. (6%).. 107 10914 


Bid Asked 
Jersey Central Pwr. & Lt. Pfd.(7).... 9814 99/4 
Kansas Gas & Electric Pfd. (7)....... 113% 115% 
ies a5. 05; Wee. 49)... .......-.. OF 90 
Long Island Ltg. Pfd.(7) A........ 91 93 
Missouri Pub. Serv. Pfd............ 18 20 
Nebraska Power Pfd. (7)........... 111 rae 
Nor. States Pwr. Pfd. (7). .......... 94 97 
Pacific Power & Light Pfd. (7)....... 86 871% 
Tennessee Elec. Power Pfd. (6)...... 64 65% 
Tennessee Elec. Power Pfd. (7)...... 74, 76 
Texas Power & Light Pfd. (7)....... 110 11114 
Utica Gas & Elec. Pfd.(7).......... 102% 1041/4, 
TELEPHONE & TELEGRAPH 

American Dist. Tel., N. J. (*5)...... 126%, 127%, |} 
Mountain States Tel. & Tel. (8)...... 151 154 
Northwestern Bell Pfd. (614)........ 10534 106% 
Peninsular Telephone (*114)........ 283%, 30%, 
Southern New England Tel. (7)...... 167 1691, 


* Includes extras. 
t Paid last year. 
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food companies is to schedule ag. 
vertising drives on specific brands 
and persuade the retail grocers to 
tie in with local advertising at thei 
own expense. The plan is working, 
Thus the sum total of national-branq 
advertising may even __ increase 
rather than decrease as a result of 
the Patman Act. 

The new Patman bill, which would 
prohibit retailers from manufactur. 
ing and vice versa, is quite another 
matter. But it has no chance of 
passage this session. 


Many Favorable Factors 


Payroll increases are substantial 
and widespread. There will be 30- 
000 more workers in the steel in- 
dustry alone as a result of the 40- 
hour week and payrolls will be 
nearly 20 per cent higher. Advances 
throughout the automotive industry 
will exceed 15 per cent, with more 
employment. The electrical, print 
paper, show, textile, rayon and other 
industries on the C. I. O. program 
will be disbursing larger payroils by 
the end of this year than they did 
in 1929. Industry will add at least 
another billion dollars to the 10 
billion dollar payroll with which 
they entered the year, and retailers 
themselves will hike their present 4 
billion dollar payroll a probable 10 
per cent during 1937. 

Some 18,000,000 workers now 
come under the protection of unem- 
ployment compensation in 36 States. 
The rate of payment in event of un- 
employment is usually half of the 
full-time wage to a maximum of $15 
per week for as much as 10 weeks in 
any year. Never before has that 
been a factor in the stabilization of 
retail sales during periods of seasonal 
unemployment. 

Internal revenue collections for 
the seven months to February | to 
talled 2.07 billions, an increase of 18 
per cent over the same seven months 
of last year. 

Commodity prices are up 5 per 
cent since October, to the highest 
March 1 position in 7 years. Before 
the end of 1937 most commodities 
will be selling at or near their 1929 
Jevel—higher than in any year since 
1920, in many instances. 

Abolition of child labor, partial 
regulation of hours and wages by a 
modified N R A and the pressure 
of the Walsh-Healy Act regulating 
government contractors, all work in 
the interest of retailing. 
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There is an indication for investors 
in the relative performance of retail 
advertisers since the depression. Di- 
yide them into three groups. The 
frst group, selling merchandise little 
affected in demand by economic 
conditions (grocers, restaurants, 
beauty shops, department stores and 
drug stores) dropped their linage 
16.2 per cent from 1929 to 1933, but 
added 16 per cent from 1933 to 1936. 
The second group, selling deferable- 
purchase merchandise still in the 
necessity class (amusements, sport- 
ing goods, plumbing, professional, 
shoe stores, clothing and furniture) 
dropped 49.5 per cent from 1929 to 
1933 but increased 32 per cent since. 

The third group, selling caprice or 
discretionary-purchase merchandise 
associated with periods of prosperity 
(jewelry, books, electrical appliances, 
musical instruments, radios, station- 
ery, insurance, commercial educa- 
tion, real estate and construction) 
dropped 70.8 per cent from 1929 to 
1933 but have gone up 66 per cent 
since. 

The significance is in the fact that 
advertising, reflecting sales activity, 
shows that the deferable-purchase 
businesses and the prosperity or lux- 
ury businesses are coming back much 
faster than the necessity group which 
gets most of the attention. They 
went down farther, and have plenty 
of mountain still to climb. That they 
will come all the way back to their 
relative position in 1929 is probable 
from the experience of retailers in 
many earlier cycles of depression 
and returned prosperity. 





The Work of the S EC 
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(Continued from page 677) 

vestor. Such an experience does not 
lead readily to acquiescence in the 
plea recently made by one of the 
leaders of the accounting profession 
that the form of statement can be 
less rigidly controlled and left more 
largely to professional responsibility 
alone. Simplicity and more adequate 
presentation is of course an end 
much to be desired but a simplicity 
that misleads is not to be tolerated. 
The choice here of more or less 


regulation is an open one for the 
profession. It is a ““Hobson’s choice” 
for Government. 

“Irrespective of what truth may 
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inhere in these complaints with re- 
spect to particular forces, to place 
the whole burden of an unstable 
market on matters such as margin 
requirements, the Commission’s anti- 
manipulation activities, a purported 
flow of trading abroad, or our forms 
of taxation, is, to use a psychological 
term, mainly escape ideology. Of 
one thing we can feel sure, that 
when price has no relationship to 
earning power, present or prospec- 
live, a mechanism that will permit 
maintenance of values of that char- 
acter, has lost its justification. Every 
aspect of trading must be adjusted 
to operate against the potentiality 
of such a condition. How far, we 
may well ask, does our traditional 
thinking carry that emphasis? What 
price liquidity, on a plane that re- 
flects and can reflect no real wealth? 

“Those are the dominating ques- 
tions that underlie administration 
for recovery. In our consideration 
of the problem of segregation of 
functions on the floor of the ex- 
changes, in fact essential to any solu- 
tion of the place of dealer activity 
on these exchanges, was the rela- 
tionship of that activity to the 
building up of undue speculative po- 
sitions and the effect of that activity 
on price trends. We cannot accept 
the conceptions of the place of 
speculation in our security markets 
that built a justification for the 
prices of the late twenties.” 

One of the greatest fights Mr. 
Landis has waged during his Wash- 
ington career has been against what 
he considers the reactionary and 
obstructionist activities of a “hand- 
ful” of great Wall Street lawyers in 
connection with the Holding Com- 
pany Act. He has held these lawyers 
responsible because at the outset 
vine-tenths of the industry refused 
to comply with the Act. Recently 
he has been gratified by several 
major victories in this fight. The 
major government law case, against 
the huge Electric Bond and Share 
Company system, was won in the 
Federal District Court in New York. 
The efforts of other large companies 
to tie the government up in law 
suits in dozens of far-flung juris- 
dictions were effectively balked. And 
now, in the past few weeks he has 
had the satisfaction of seeing several 
of the largest holding companies, 
including the North American Com- 
pany, American Water Works Co. 
and Northern States Power Co.. no- 





Dividends and Interest 
















“Call for 
Paar MORRIS” 


New York, N. Y. 
February 26, 1937. 


Philip Morris & Co., Led., Inc. 


A dividend of $3.00 per share has been 
declared on the Capital Stock, payable 
March 25, 1937 to Stockholders of rec- 
ord, March 10, 1937. There has previ- 
ously been paid $2.00 per share during 
the current fiscal year which ends 
March 3lst. 

On account of the declaration of the 
foregoing dividend, the Directors pres- 
ently have in mind the omissions of the 
dividends of 75¢ per share that would 
normally be paid respectively on April 
15th and on July 15th of this year. 





L. G. HANSON, Treasurer. 








INTERNATIONAL SHOE CO. 
ST. LOUIS 


99th Consecutive Common Dividend 





The regular quarterly dividend of 
50c per share has been declared upon 
the Common Stock of the Interna- 
tional Shoe Co., payable April 1, 1937, 
to policyholders of record at the close 
of business, March 15, 1937. 


A. W. JoHNSoN, Treasurer. 


March 1, 1937. 

















UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1937. to 
stockholders of record at the close of 
business March 9, 1937. 


ROBERT W. WHITE, Treasurer 














y " ' 
BAYUK. CIGARS INC. 
PHILADELPHIA 

A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable April 15, 1937, 
to stockholders of record March 31, 1937. 

A dividend of eighteen and three-fourths cents 
(1834¢) per share on the Common stock of this 
corporation was declared payable March 20. 1937. 
to stockholders of record March 5, 1937. 

Checks will be mailed. 

John O. Davis 


February 19, 1937. Secretary 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York, February 25, 1937. 
DIVIDEND NO. 117 
The Board of Directors of the Anaconda Copper 

Mining Company has declared a dividend of Twenty- 
five Cents (25¢c) per share upon its Capital Stock 
of the par value of $50 per share, payable March 
29th, 1937, to holders of such shares of record at 
the close of business at 3 o’clock, P. M., on 
March 8th, 1937. 

D. B. HENNESSY, Secretary. 
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Important to Business 
Men and Investors 
IN THE MARCH 27th ISSUE 
Will Consumer Buying Power 
Withstand Higher Prices? 
Wage rates are going up but are 
real wages advancing? — Will 
increasing prices be offset by 
broader purchasing power 


or prove a check 
to business? 


By JOHN D. C. WELDON 





tify their stockholders of their in- 
tention to drop the fight and regis- 
ter under the Act. 

“In the field of holding company 
regulation the same needs and the 
same emphasis upon administration 
for recovery are present. The pic- 
ture of the industry in 1937 is a 
familiar one. Maintenance and con- 
struction budgets were curtailed in 
the years of depression. Meanwhile 
invention and education in the uses 
of electric power made for an in- 
creasing demand. Surplus capacity 
is in many cases on the point of ex- 
haustion. Every indication points 
toward the need for expansion and 
the concomitant employment of 
both men and capital. The direc- 
tion of business administration for 
recovery should plainly be that of 
courage to assume responsibility for 
fulfillmg the growings needs of com- 
munities. Yet it is clear that our 
national determination is not that 
these needs shall not be met from 
private sources, but that the manner 
of meeting them shall not repeat 
the tragedies of the last decade. 
We have had our fill of write-ups of 
security issues balanced by engi- 
neering mythology rather than the 
potentiality of worth, of empires of 
power costly to acquire, more costly 
to maintain and uneconomical to 
cperate. These things demand ad- 
justment and the administration of 
that adjustment is a condition in the 
nature of the recovery that is de- 
manded. The administration of the 
content of such a program cannot, 
of course, follow prejudiced and 
Procrustean lines. There must in- 
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here in it flexibility sufficient to meet 
the engineering and economic de- 
mands of our time. 

“Opportunities for economical in- 
tegration and expansion are present 
at every hand. Yet the action that 
the judgment of the operating man 
and of the investment banker dic- 
tates finds itself thwarted. This is 
because the responsibility that 
should rest with men who wish to 
do things has moved strangely into 
the hands of men who have no vision 
but that of the past, and men whose 
political hatred for the direction of 
American life has made them believe 
that through some abracadabra of 
legal learning they could turn it 
backward. Where yesterday we saw 
the tragedies of irresponsible action, 
today we are face to face with the 
tragedies of selfish and irresponsible 
inaction. In this contest of power 
between a handful of men and a 
nation there can be no question as 
to the final outcome. 

“Already, in fact, there are signs 
that a recognition of the demands 
of the new recovery is becoming 
plainer to that handful of men, and 
I am hopeful that we shall soon see 
the program of expansion, readjust- 
ment and employment that is al- 
ready more than a year over-due ” 





As I See It! 
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Supreme Court blocks the effective- 
ness of the New Deal’s progress? 

Already the President has been ac- 
corded greater powers than those 
given to anyone who has gone before 
him. And power and authority are 
seldom if ever taken away. The Su- 
preme Court will be able to check 
these powers at some future time if 
need be. Let us keep it in a position 
to do so. 

Mr. Roosevelt’s term will expire in 
1941 and he has already expressed a 
determination not to run again. Who 
will succeed him no one knows. Per- 
haps it will be a man who would exer- 
cise his authority with the wisdom 
and skill,—perhaps not. Herein lies 
the danger! Somewhere along the 
line of future Presidents might come 
that individual who would abuse this 
broad authority to the further sub- 
ordination of the legislative and judi- 
cial branches of the government and 


the consequent rise of dictatorship— 
making robots of us all. 

Let us not place the control of 
our destiny in the hands of any liy- 
ing man. Such supreme power be- 
longs to God, the Creator, alone, 





Business Prospects for the 
Second Quarter 





(Continued from page 672) 


to large gains in sale of oil field 
pumps and other equipment. Paced 
by demand from the motor indus- 
try, machine tool prospects are ex- 
cellent. In industrial machinery of 
all kinds and machine teols foreign 
demand remains an important sup- 
porting factor. 

Makers of rail equipment in most 
instances have bookings sufficient to 
assure virtual capacity operation for 
many months to come. Number 
of freight cars now on order is the 
largest since 1926. Present book- 
ings of approximately 375 locomo- 
tives constitute the largest total 
since 1930. What the rails have 
needed for normal traffic is normal 
volume of production in durable 
goods. As compared with this, such 
permanent loss of traffic to motor 
trucks as has occurred is relatively 
unimportant. All evidence points to 
this as a year featured by broad 
gains in the durable goods indus- 
tries. There will be bigger traffic 
on the rails because steel, coal, iron, 
lumber, cement, brick and machin- 
ery are moving again. Add this to 
satisfactory volume in agricultural 
products and consumption goods 
and you have the makings of rail- 
road prosperity and much increased 
purchases of equipment. 

Second quarter outlook for farm 
equipment is the best since 1929 
and it is possible that demand may 
top best figures of the past. There 
is a trend toward substantial in- 
crease in acreage planted. While 
larger crops, in the event another 
drought does not radically change 
the picture, may make for lower 
prices later this year, cash farm 
income through the second quarter 
should continue to run 12 to 14 per 
cent above that of a year ago. On 
the other side of the picture, farm 
debt in the aggregate has been 
scaled down greatly through re- 
financing, and fixed charges, aside 
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BOOKS ... 





CAN CHINA SURVIVE? 
Hallett Abend and 
Anthony J. Billingham $3.00 


Here is a book that will open the eyes of a 
great many Americans who regard the situ- 
ation in the Far East as too remote to be 
bothered with. The authors, newspapermen 
who have been in China for several years, 
are equipped perhaps better than diplomats 
to estimate the real crux of the situation. 


The greatest imperialistic expansion of the 
last seventy-five years is now under way. 
Japan, in order to survive, must get control 
of China; not only for the food and markets 
in order to 
China, un- 
adapt 


that the mainland offers, but 
protect herself against Russia. 
fortunately,. has not been able to 
herself to the rapidly changing conditions 
as Japan has done. As a result of the 
weakening effect of twenty years of civil 
war, China today cannot stand up for her 
rights against a nation with only one sixth 
She is waiting hope- 
fully for a world to pull her 
through. Only time will tell whether the 
United States will come to China’s aid to 
guard her stake in the East—the stake of a 


of China’s population. 
situation 


tremendous potential market. 





FORTUNE'S BEFORE 


YOu! 
Charles J. Collins $2.00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
A book that can be read in a 
couple of hours, FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 


looked. 


Here are some of the chapter titles: The Ideal 
Way of Making a Fortune—On These Three 
Laws Hang All the Profits—Bonds to Pre- 
vent Backsliding—Common Stocks to Move 
Ahead—Getting Acquainted With the Bull 
Market Leaders—Would War in Europe 
Stop the Recovery? — Investing $100,000 
More or Less. The general principles out- 
lined are the product of many years of obser- 
vation and they have been applied success- 
fully by many investors who are making a 
great deal of money. 


millions. 





FOR THE BUSINESS MAN 





> 


SLUMP AHEAD 


IN BONDS 
L. L. B. Angas $1.00 


All those holding bonds at present should 
read this book. According to Major Angas, 
bonds will fall and the stock market receive 
a temporary sympathetic shock as a result 
of administrative acts to prevent a_ wild 
price inflation. Positive deflation of the 
recently inflated bank credit currency will 
be necessary, and since almost every means 
of artificially deflated bank credit currency 
entails dearer money, and since the natural 
industrial demand is on the increase. it 
follows that the bond market will fall. 


A most interesting conclusion reached by 
Major Angas is the startling statement that 
since the policy of the Government is to 
control both booms and slumps, the whole 
trade cycle that we have known for so long 
may now be dead. 





HOW TO WIN FRIENDS 


AND INFLUENCE PEOPLE 
Dale Carnegie $2.00 


The author, founder of the Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 


of the most famous in the nation. From his 
unique experience comes this fascinating 


handbook on the problem of getting along 
with people. 

You will find every line of HOW TO WIN 
FRIENDS AND INFLUENCE PEOPLE 








packed with practical down-to-earth psychol- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven rules for mak- 
ing your home life happier. This is a book 
that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 





UNITED STATES 
MASTER TAX GUIDE 
FOR 1937 $1.00 


Based on the Revenue Act of 1936, and the 
rules and regulations effective during the 
coming year, this booklet covers every type 
of tax levied by the Federal Government. 


Following a Tax Calendar, which enables the 
reader to find quickly any given rate and the 
dates on which the different taxes are due. 
the text goes on to enumerate the regulations 
covering incomes, corporations, holding com- 
panies, estates and trusts, installment sales, 
stock bonuses, sale of stocks and securities, 
reorganizations, dividends, pensions and 
compensations, etc. Of particular interest 
will be the paragraphs on Tax Avoidance 
versus Tax Evasion and chapters on pro- 
cedure, assessment and limitations. 


The complexities of the Federal Tax pro- 
gram make this handbook a virtual necessity 
in filing either an individual or a corporate 
return. 








FILL IN AND MAIL THIS COUPON WITHOUT DELAY! 
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An Invitation To 


New Readers 


After reading this issue, we are 
sure you will want every issue of 
The Magazine of Wall Street— 
that you will want its timely in- 
terpretations of developments in 
the worlds of business, eco- 
nomics, politics—and investment. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments—to interpret their course 
to the thousands of business ex- 
ecutives and investors who are its 
readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the trends of 
business and securities markets 
days, and sometimes weeks, be- 
fore the information is available 
through the usual channels. 


Act now to receive the coming is- 
sues promptly during the impor- 
tant months ahead. Every is- 
sue will contain timely informa- 
tion of real money-value to you. 
Take advantage of our special 
“get-acquainted” short-term rate. 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 


beginning with your next issue. 


[) If you would like to have this special 
offer cover eight isues instead of four, 


check here and enclose $2.00. 














from taxes, are lower. An unfavor- 
able factor in the situation is the 
present tendency of manufactured 
goods to advance even faster in 
price than cash farm income. For 
the present farm purchasing power 
is levelling out. Should farm prices 
remain around present levels and 
manufactured goods rise further—as 
is probable—there will be an actual 
shrinkage in farm purchasing power. 
It is to be doubted that any such 
adverse change will be sufficiently 
pronounced or develop early enough 
to alter the second quarter prospect 
materially. 

Demand for durable household 
goods of all kinds — refrigerators, 
radios, furniture, washers, ironers, 
furnaces, vacuum cleaners, ranges, 
etc.—is estimated at around $5,000,- 
000,000 a year. In older products, 
such as furniture, the cycle is almost 
as extreme as that in many lines of 
capital goods. Consumers, like busi- 
ness men, defer spending for durable 
goods in hard times, and thus an 
accumulated demand is built up. 
Thanks to rising public income, we 
now have a combination of normal 
and replacement demand centered 
on durable household equipment of 
all kinds in the largest volume of 
many years. In the aggregate these 
lines are a very important source of 
industrial and commercial activity, 
matching in dollar volume either 
normal construction or automobile 
sales and outranking rail and farm 
equipment combined. In this field 
the second quarter prospect is for 
demand of boom proportions. 

In the industries heretofore briefly 
discussed-—steel, automobiles. build- 
ing; industrial, rail, public utility 
and farm equipment; and durable 
household goods—we have the dom- 
inating factors in the second quarter 
outlook for industrial production, 
employment and trade. 

As for the majority of others— 
a few in the durable goods field 
but most representing consumption 
goods—the outlook for the next sev- 
eral months is good, and in none of 
importance will there be any drag 
on the composite business indexes. 
Demand for copper at home and 
abroad is rising briskly, not vet ap- 
preciably retarded by fast and 
somewhat speculative advance in 
the price of the metal. Equally 
bullish and likely to remain so for 
some months is the position in the 
other non-ferrous metals. Demand 


for aircraft, both from the Govern.” 
ment and the transport lines, as- 
sures an active second quarter vol- 7 
ume. Present record high demand” 
for chemicals will be pushed still 7 
higher. E 

In consumption goods lines, all 
branches of the textile industry—a © 
major source of employment—are 
favored with bookings which guar- 
antee a generally good second quar- 
ter, although fast rising prices point 
to possible trouble a bit further 
ahead in the form of consumer re- 
sistance. Seasonal rise in consump- 
tion of gasoline may be expected to 
eat into present rising stocks, with 
price outlook firm to slightly higher. 
Led by the kraft division, prospect 
for the paper industry is the best 
since the last boom. In liquor and 
the motion picture industry the sea- 
sonal trend will be downward but 
consumption and theater patronage 
will hold present substantial gains 
over a year ago. In retail trade 
generally gain of about 12 per cent 
over 1936 period appears a reason- 
able expectation. 

On the whole, business activity 
for the next quarter probably will 
top that of the second quarter of 
last year by from 25 to 30 per cent, 
with the sharpest part of the rise 
likely during the next six weeks and 
with some slowing down in the pace 
possible by June. 
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(Continued from page 701) 
Orders and Profits 


Commenting on an increase of 
more than $16,000,000 in unfilled 
orders, A. G. Pratt, president of 
Babcock & Wilcox says, “While this 
increase is very gratifying it should 
be borne in mind that completion 
of these orders will be effected dur- 
ing a period of increasing costs.” 
This is an inescapable fact which 
might well be brought to the atten- 
tion of stockholders in many another 
company. However, it need not 
necessarily nullify the favorable im- 
plications of a substantial gain in 
volume. Once a company has suffi- 
cient orders to cover its “pay point” 
operating costs are likely to be pro- 
portionately less and profits, if not 
spectacular, should be quite satis- 
factory. 
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